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Functions  consistant  with  that  of  an  Agency  and 
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Jurisdiction  within  which  the  Municipalitj'  operates 

The  Greater  Tzaneen  Municipality  is  situated  in  the 
eastern  quadi’ant  of  the  Limpopo  Pro^'ince  within 
the  Mopaui  District  Municipalit)'  Area  of  Jurisdiction. 
It  comprises  a land  area  of  approximately  3240  km?, 
and  extends  from  Haenertsburg  ia  the  west,  to 
Rubbemle  in  the  east  (85km),  and  just  south  of 
Modjadjiskloof  in  the  north,  to  Txichardtsdal  in  the 
south(47km). 
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GREATER  TZANEEN  MUNICIPALITY 


ANNUAL  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED 
. 30  June  2012 

APPROVAL  OF  FINANCIAL  STATEMENTS 


1 am  responsible  for  the  preparation  of  these  annual  financial 
statements,  which  are  set  out  on  pages  1 to  67  in  terms  of  Section  126 
(1)  of  the  Municipal  Finance  Management  Act  and  which  I have  signed 
on  behalf  of  the  Municipality. 

i certify  that  the  salaries,  allowances  and  benefits  of  Councillors  as 
disclosed  in  note  25  of  these  financial  statements  are  within  the  upper 
limits  of  the  framework  envisaged  in  Section  219  of  the  Constitution, 
read  with  the  Remuneration  of  Public  Officer  Bearers  Act  and  the 
Minister  of  Provincial  and  Local  Government’s  determination  in 
accordance  with  this  Act. 

I have  complied  with  the  disclosure  requirements  in  terms  of  section  122 
to  126  of  the  Municipal  Finance  Management  Act. 


jyi  EMankabidi 
^ Acting  Municipal  Manager 


Date:  31  August  201 2 
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GREATER  TZANEEN  WlUNIClPALiTY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


STATEMENT  OF  FINANCIAL  POSITION 


COMMUNITY  WEALTH  AND  LIABILITIES 


Accumulated  Surplus  /(Deficit) 

LIABILITIES 

Non-Current  liabilities 
Borrowings 

Non-  current  Provisions . 

Financial  lease  iiabiiit)' 

Current  liabilities 

Finance  lease  liability 
Consumer  deposits 
Provisions 
Accounts  Payable 
VAT  Payable 

Unspent  Conditional  Grants  and  Receipts 
Current  portion  of  long-term  borrowings 

ToislUabmies 

ASSETS 

Non-current  assets 

Intangible  Assets 
Investment  properties 
Property,  plant  and  equipment 
Held'to-maturity  Investments 
Non-current  receivables 

Current  assets 

Inventory 

Receivables 

Other  receivables 

Operating  lease  assets 

Cash  and  cash  equivalents 

Current  portion  of  long-term  receivables 

Toia!  Assets 


2011 

R 


1 794  955  625 
294  670122 


160  515  692 
111  772  556 
45  229  289 
3 513  847 


134164  430 


1 

696  566 

11 

574  824 

1 

982  059 

79 

307  759 

19 

236  926 

15 

809  094 

4 

447  202 

2 089  626  747 


1 890  410  765 


81  545 
305  491  622 
1 664  154  969 
20  682  629 
0 


199  214  982 


10  729 

924 

46  693 

962 

116  587 

927 

204 

632 

22  198 

274 

2 900 

263 

2 089  626  747 
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GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


STATEMENT  OF  FINANCIAL  PERFORMANCE 


ACTUAL 


REVENUE 
Property  rates 

Properly  rates  - penalties  Imposed  and  collection  charges 
Service  charges 

Rental  of  facilities  and  equipment 
Interest  earr^ed  - external  investments 
: Interest  earned  - outstanding  receivables 
Fines 

i Licences  and  permits 
Income  for  agency  services 
Government  grants  and  subsidies 
Other  income 

Public  contributions,  donated  and  contributed 
property,  plant  & equipment 


EXPENDITURE 
Employee  related  costs 
Remuneration  of  Councillors 
Bad  debts 
Collection  costs 
Loss  on  inventory 
Depreciation 

Repairs  and  maintenance 
Finance  cost 
Impairment  of  assets 
Bulk  purchases 
Contracted  services 
Grants  and  subsidies  paid 
General  expenses 

Total  Expenditure 

Galn/(loss)  on  sale  of  assets 

NET  SURPLUS  / (DEFICIT)  FOR  THE  YEAR 


NOTE 

2012' 

2011 

R 

20 

' -55727950 

44  684  769 

, ''  '3'106  571 

3 254  284 

21 

32^306  461 

266  937  445 

^ ' 393  210 

578  984 

' 5 159  947 

2 307  906 

.'13  943  j43 

14  062  262 

7 009^97 

3110  380 

' 498:951 

413  695 

20  929:665 

8 878  626 

22 

. 2D8:297':G6D 

193  660  678 

23 

5 369  070 

. .•••  ;•  \ i .V 

=-^^^65'1:i5385026 

543  258  099 

24 

91  435  963 

25 

15  227  957 

21  565  129 

599  575 

162  676 
99195  407 

26 

100  981  820 

27 

f;'^l|t'12,76'6'608 

7 783  516 

0 

28 

176  451  428 

29 

51-||^®'892-SS§ 

26  644  676 

30 

29  898  457 

31 

40  015  485 

609  962  089 

33 

i^^88S39:358 

-66  703  990 
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' GREATER  TZANEEN  MUNICIPALITY 
ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 


Accumulated 

Surplus/ 

(Deficit) 


Balance  at  30  June  2010 
Changes  in  accounting  policy 
Correction  of  prior  period  error  2010 
Restated  balance 

Surpius/(Deficit)  on  revaluation  of  PPE 
Depreciation  on  take-on  assets 
Other  items 

Transfers  to  / from  accumulated  surplus/(deficit) 

Surplus/(cieficit)  for  the  period 

Balance  at  30June 

Surplus/(d'eficit)  on  revaluation  of  PPE 

Appropriations 

Transfers  to  / from  accumulated  surplus/(deficit) 
Surplus/(def!cit)  for  the  period 
Balance  at  30  JUNE  2011 


1 370  854  264 

430  023  266 

1 800  877  530 


205  475 
60  576  610 
-66  703  990 

1 794  955  625 


1 794  956  625 


Balaricd;:atf30J’u1i'k^ 


;Su'iT)lu|/Cd8ficl%oril^^ 
•A^foprfatlpriS;?^^ 
v^Tcansfers' o^/dforo^accumi 
SufpIgs/fdefieiOifolthe-peno'dr 


8 6396581 


Iv706-31;6.267.V 


35..0,Q5i373 


■-i1:627’889\833 
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GREATER  TZANEEN  MUNICIPAUTY  . 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 

CASH  FLOW  STATEMENT  

NOTE 


CASH  FLOW  FROM  OPERATING  ACTIVITIES 

Cash  receipts  from  ratepayers,  government  and  other 
Cash  paid  to  suppliers  and  employees 

Cash  generated  from  operations  34 

Interest  received 
Interest  paid 


NET  CASH  FROM  OPERTING  ACTIVITIES 


CASH  FLOWS  FROM  INVESTING  ACTIVITIES 

Purchase  of  property,  plant  and  equipment 
Proceeds  on  disposal  of  property  plant  & equipment 
'Increase/(Decrease)  In  non-current  receivables 
llncrease/(Decrease)  in  non  current  Ir^vestments 


NET  CASH  FROM  INVESTING  ACTIVITIES 


CASH  FLOWS  FROM  FINANCING  ACIVITIES 

New  loans  raised ! (repaid) 

Increase  In  consumer  deposits 


NET  CASH  FROM  FINANCING  ACTIVITIES 


NET  1NCREASE/{DECREASE)  IN  CASH  AND  CASH  EQUIVALENTS 


Oash  and  cash  equivalents  at  the  beginning  of  the  year 

Cash  and  cash  equivalents  at  the  end  of  the  year  19 


' 2012:. 

"•••ft* 

\R  / 


j'^^20:5i0  257 
>598^95  ^8 


:.21;614'409 

•y.y  * 

■pif;i^i03’;09b 
'■•f*f-12.766'508 

. 1.  yK'X 


w 27‘850  991 


-39'440  807 

V vif 


ai^a-42r43fr363 


.42'883  692 


;28  07=9.330 


>v:?^.;%-22  t8.8  274 
C6C^277804 


2011  - 


R 


524  208  053 
-514  388  160 


9 817  893 

16  370168 
-7  783  516 


18  404  645 


-62  378191 
0 
0 

-2  755  094 


■86  133  28S 


68  170  170 
4 916  268 


73  088  438 


26  367  698 


-4  169  424 
22  198  274 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


ACCOUNTING  POLICIES 

The  pfindpal  accounting  pcdides  adopted  In  the  preparation  trf  these  IfrancJal  statements  are  set  out  belcrr/  and  are  consistent  v/ilh  these  of 
the  prevk>us  financial  year. 

1 BASIS  OF  ACCOUNTING 

1.1  BASIS  OF  PRESENTATION 

The  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accountkMj  and  are  in  accordance  vnlh  historical  cost 
convention,  unless  specified  olhars'/ise. 

The  Annual  fmandal  statements  have  been  prepared  in  accordance  V/ilh  Standards  of  Generally  RecogrMsed  Account)!^  PractiMS 
(GRAP)  Issued  by  the  AccounUng  Standards  Board  in  accordance  vnth  Section  122{3)  of  the  Municipa!  Finance  Management  AcL  (Act 
No  53  of  2003) 

The  principal  accounting  policies  adopted  In  the  preparation  of  these  annual  financial  statements  are  set  out  bekr.v. 

Assets,  liabilities,  revenues  and  expenses  have  not  been  offset  «rcept  vAen  offsetting  is  required  or  permtlled  by  a Standard  of  GRAP. 


The  accounting  pc^ides  app'ied  are  consistent  v/tlh  those  used  to  preserit  the  previous  year's  flnarclal  slalamenls,  unless  expUclUy 
staled.  The  details  of  any  changes  in  accounting  polldes  are  exi^alned  In  the  relevant  pc^.  Accounting  poUcles  are  conslslanl  v.1th 
the  previous  periods 

1.2  Significant  Judgements  and  sources  of  estimation  URcertain^ 

tn  preparing  the  finandal  statements,  management  is  required  to  make  estimates  and  assumptions  that  affect  the  amounts  represented 
In  the  financial  statements  and  related  disdosures.  Use  of  avaBable  Information  and  the  appflcalion  of  judgement  Is  inherent  In  (he 
formaliorr  of  estimates.  Actual  results  1n  the  future  couW  differ  from  these  estimates  v/hich  may  be  maleriai  to  the  rnanclal  statements. 
Significant  Judgements  Induda: 

Trade  receivables  / Held  to  maturity  Investments  and/or  loans  and  receivables 

The  munlcip3<ity  assesses  Its  trade  receNables,  held  to  maturity  Investments  and  toans  and  receivables  for  Impairment  at  the  end  of 
each  reporting  period.  In  determining  v/heiher  an  Impairment  loss  should  recorded  In  surj^us  or  deficit,  the  surplus  makes 
Judgements  as  to  whether  there  Is  observable  data  indIcaUng  a measurable  decrease  in  (he  estimated  future  cash  flo'r/s  from  e financial 
asssL 

The  Impair menl  for  trade  receivables,  held  to  malurily  Investments  and  loans  and  receivables  Is  calculated  on  a portfolto  basis,  based 
on  historical  toss  ratios,  adjusted  (or  national  and  indusliy-spednc  economic  conditions  and  other  Indicators  present  el  the  reporting 
date  that  correlate  v^th  defaults  on  the  portfolio.  These  annual  loss  ratios  are  applied  to  loan  balances  In  the  porifoTio  and  scaled  to  the 
estimated  loss  emergence  period. 

Allowance  for  slow  moving,  damaged  and  obsolete  stock 

An  allowance  for  stock  to  wrlle  stock  dosvn  to  the  \tftf6t  of  cost  or  net  reatsable  value.  Management  have  made  estimates  of  the  seLlng 
price  and  direct  cost  to  sell  on  certain  Inventory  Hems.  The  v^ie  dm*/n  is  Included  In  the  operation  surplus  note. 

Fair  value  eellmation 

The  fatrvalue  of  financial  Inslivments  traded  In  active  markets  (such  as  trading  and  avallable-for'sels  securities)  Is  based  on  quoted 
market  prices  at  the  end  of  tite  reporiirrg  period.  The  quoted  market  price  used  for  financial  assets  held  by  the  muntelpalify  Is  the  current 
bid  price. 

The  carrying  value  less  impairment  provision  of  trade  recelvabJes  and  payables  are  assumed  to  approximate  their  fair  values.  The  (air 
value  of  finandal  liabilities  for  disclosure  purposes  Is  estimated  by  discounting  the  future  corkraclual  cash  flosvs  at  the  current  market 
interest  rate  that  Is  available  to  the  municfpaHty  (or  slmUar  finandal  instruments. 


impairment  testing 

The  recoverable  artwunls  of  cash-generating  units  and  individual  assets  have  been  determined  based  on  the  higher  of  value-Irr-use 
calculations  and  fair  values  less  costs  to  sell.  These  calculations  require  the  use  estimates  and  assumptions. 


The  munlcIpaTitj'  revierrs  and  tests  the  carrying  value  (rf  assets  v/hen  events  or  changes  in  drcumslances  si^gest  that  the  carrying 
amount  may  not  be  recoverable.  Assets  are  grouped  at  the  lowest  level  for  which  Wenlifiabte  cash  fiov/s  are  largely  independent  Of 
cash  fiov/s  of  other  assets  and  liabilities,  if  tiiere  are  livdlsatfons  that  impairment  may  have  occurred,  estimates  are  prepared  of 
expected  future  cash  fiov/s  for  ea<di  group  of  assets.  Expected  future  cash  (lows  used  to  determine  Ihe  value  In  use  of  goodwill  and 
tangR^e  assets  are  Inherently  uncertain  and  could  material^  change  over  time.  They  are  signlficantiy  affected  by  a number  of  factors 
including  production  estimates,  supptydemand,  together  vrilh  economic  factors  such  as  inflation  interest  and  economic  conditions. 

Provisions 

Provisions  v/ere  raised  and  management  determined  an  estimate  based  ort  the  Information  available.  Additional  dlsdosure  of  these 
estimates  of  provisions  are  Included  in  note  • Provtstons. 


Post-retirement  benefits 

The  present  value  of  the  post  retirement  obligation  deperyds  on  a number  erf  faclws  that  ere  determined  on  an  actuarial  basis  us:r>g  a 
number  of  assumptions.  The  assumptions  used  in  deiermlning  tire  nelcostOrKomeJincIwfe  the  discount  rate.  Any  changes  In  these. 
assumptions  vrill  impact  on  the  carrying  amount  erf  post  retkemenlolrf^ations. 
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GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  JHE  YEAR  ENDED  30  JUNE  2012 


ACCOUNTING  POLICIES 

■nie  munidparay  delermlnes  the  appropriate  discount  rate  al  the  end  of  each  year.  This  Is  the  Interest  rate  that  should  be  used  to 
determine  the  present  value  of  esOmaled  future  cash  outflows  expeded  to  be  required  to  seWe  toe  pension  oWlgations.  In  determining 
tos  aRiropriale  discount  rate,  toe  munlclparity  corwkJers  toe  Interest  rates  of  high-quality  corporate  borv3s  that  are  derraminated  in  the 
currency  In  v/hich  toe  tensfits  vdll  be  paid,  and  that  have  terms  to  maturt^  approximaUng  toe  terms  of  toe  related  pension  liability. 

Other  key  assumptions  for  pension  obiigaOons  are  based  on  currenl market  condWons.  AddiBonal  information  Is  diseased  In  Note . 
Effective  Interest  rate 

The  munkapaUty  used  the  prime  Interest  rale  to  discount  future  cash  ftows. 

Allowance  for  doubtful  debts 

On  deblcxs  an  Impairment  loss  Is  recognised  in  surplus  arxJ  deficit  v/hen  there  Is  objedive  evidence  lhal  II  Is  Impaired.  The  Impairment 
Is  meesured  as  toe  d'rfference  between  the  debtors  carrying  amount  and  toe  presetil  value  of  estimated  future  cash  flos'/s  discounted  al 
toe  effecOve  interest  raie,  computed  al  initiai  recognition. 

1.3  PRESENTATION  CURRENCY 

These  annual  finandal  statement  are  presented  in  Souto  African  rand,  v/hIch  Is  toe  functional  currency  of  toe  munJcipailty. 

1.4  GOING  CONCERN  ASSUMPTION 

The  anrrual  nnar>cJal  statements  have  been  prepared  on  toe  assumption  that  the  munidpafihr  vdll  ctmlinue  to  operate  as  a going 
corxrem  for  al  least  the  next  12  months.  {Refer  to  note  45  for  managements  assessment  of  going  concern). 

1.5  COMPARITiVE  INFORMATION 

1.6.1  Current  Year  Comparatives 

Budgeted  amounts  have  been  toctuded  in  toe  annua!  fmanclal  statements  for  toe  current  financial  year  only. 

1.6.2  Prior  Year  Comparalivos 

When  the  preseniaBcn  or  classification  of  Items  In  toe  annual  Rnarvclat  statements  are  amended,  prior  period  comparalive  amounts  are 
reciasslfied. 

2 PROPERTY.  PLANT  AND  EQUIPMENT 

2.1  Initial  Recogniflon 

Property,  plant  and  equipment  are  tangible  non-corrent  assets  (including  Infrastrudore  assets)  that  are  held  for  use  In  toe 
producSon  or  supply  of  goods  or  services,  renlat  to  others,  or  for  admlnlslralive  purposes,  and  are  expected  to  be  used  during 
more  than  one  year,  items  of  property,  plant  and  equipment  are  Initially  recognised  as  assets  on  acquisition  dale  and  ere 
Initially  recorded  at  cost  The  cost  of  an  Item  of  property,  plant  and  equlpement  Is  tos  purchase  price  and  other  costs 
attribulaWe  to  bring  toe  asset  to  toe  location  and  conditton  necessary  for  It  to  be  capable  of  operating  in  toe  manner  Intended  by 
toe  municipality.  Trada  discounts  and  rebates  are  deducted  In  arriving  at  toe  cosl  The  cost  also  includes  the  necessary  cost 
of  dismantling  and  removing  toe  asset  and  restoring  the  slle  on  v/hlch  II  Is  tocaled. 

When  significant  components  of  an  Item  of  property,  plan  and  equipment  have  different  useful  lives,  they  are  accounted  for  as 
separate  Items  (ma)or  components)  of  property,  plant  and  equipment 

Wnetre  an  asset  Is  acxjulred  by  the  munlcipellty  for  tre  or  non^nal  wmslderafion  (l.e.  a non-exchange  Iransacfion),  toe  cosl  is 
deemed  to  be  equal  to  the  fair  value  of  the  asset  on  the  date  acqirired. 

Subsequent  to  inlUal  recognition,  ilems  of  property,  frfant  arrd  equipment  are  measured  at  cosl  less  accumulated  depredation 
arxf  fmpairmenl  tosses.  Land  is  not  depreciated  as  His  deemed  to  have  an  indeftnlle  useM  life. 

Subsequent  expenditure  relating  to  property,  plant  and  equipment  Is  capllalised  If  H is  probable  that  future  economic  banefils  or 
potenUal  ser\^ce  delivery  of  toe  asset  are  enharxed  In  excess  of  toe  originally  assessed  standard  of  performance.  If 
experiditure  only  restores  toe  originally  assessed  standard  performance,  then  H Is  regarded  as  repairs  and  maintenance  and 
is  expensed.  The  enhancement  of  an  exisUng  asset  so  that  Hs  use  Is  expanded  or  the  further  dev^menl  of  an  asset  so  that 
its  original  life  ts  extended  are  examples  cx'  subsequent  exfKnditore  whWt  should  be  capHafised. 

2.2  Property,  plant  and  equipment 

The  residual  value,  and  toe  useful  life  and  defxedaUon  method  of  each  asset  are  reviewed  at  the  end  of  each  reportir^  dale.  If 
toe  expectations  differ  from  previous  estimates,  toe  change  Is  accounted  for  as  a change  In  accounting  estimate. 

Reviev/ing  toe  useful  life  of  an  asset  on  an  annual  basts  does  nc4  require  Ihe  entity  to  amend  the  previous  esfimate  unless 
expeciaUons  differ  from  the  previous  esU'raalo. 
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Depredation  is  calculated  on  cost,  using  the  stialght-Gne  meftiod,  over  the  estimated  useful  lives  of  the  assets.  The 
anr\uai  depreciation  rates  are  based  on  the  fofiowlflg  esttmated  usefiM  Bves. 

A more  appropriate  useful  life  can  also  bs  mooted  by  the  department  purchasli^  the  asset,  and  (he  useful  life  Is 
approved  by  the  Financiat  f^anager 

INFRASTRUCTURE 
Roads  and  Paving 
Pedestrian  Mails 
Efedridty 
Water 
Sev/erage 
Housing 


COMMUNITY 

Improvements  30 

Recreational  Fadllties  20-30 

Secufi^  S 

OTHER 

Buildings  30 

Specialist  Vehicles  10 

Other  Vehides  5 

Office  Equipment  3 - 7 

Fumitute  and  fittings  7 - 10 

Watercraft  16 

Bins  and  containers  5 

Spedaflsed  plant  art  equipment  10-16 

Other  Items  of  plant  and  equipment  2-S 


Heritage  assets,  v^Ich  are  defined  as  culturally  significant  resources,  are  not  depreciated  as  they  are  regarded  as 
having  an  Indefinite  life.  Land  Is  also  not  depredated  for  the  same  leascm. 

Incomplete  conslrudJon  v<ork  Is  slated  at  historic  cosl  Dapreclation  only  commences  v/hen  the  asset  Is  commissioned 
Into  use. 

2.d  Derecognition 

Items  of  Property,  plant  and  equfpmeni  are  dsrecogr^sed  vrhen  the  asset  is  disposed  of  or  v/hen  there  are  no  fuiher  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset  The  gain  or  loss  arising  on  the  disposal  or  ret'rement  of  an  Item 
of  property,  plant  and  equipment  is  determined  as  the  difference  betv/ean  the  sales  proceeds  and  the  carrylrig  value  and  Is 
recogt^sed  iti  the  Statement  of  Financial  Performance. 

3 intangible  Assfs 

An  asset  Is  IdenbTied  as  an  intangible  asset  v/hen  it 

is  capable  of  being  separated  or  divided  from  an  entity  and  sdd,  transferred,  licensed,  rented  or  exchanged,  either 
indivldualiy  or  together  v/llh  a related  contract,  assets  or  llaWH^  o: 

arises  from  contractual  rights  or  other  legal  rights,  regardless  vrhelher  those  rights  are  transferable  or  separate  from  the 
municipality  or  from  other  rights  and  obSgaUons. 


An  intangible  asset  Is  recognised  v/hea* 

It  is  probable  that  fhe  expected  future  ecxmomic  benefits  or  sendee  polenlial  Uiat  are  atlnbulabte  to  the  assstv/illflov/lo 
the  municipality;  and 

the  cost  or  fair  value  of  the  asset  can  be  measured  reltablv. 

Inlangble  assets  are  fnlUalty  recognised  at  c(»l  An  intangible  asset  acquired  at  no  (x  nominal  cost,  the  cost  shall  be  its  fair 
value  as  at  the  date  of  acquIsHion.  E^ndrture  on  research  (or  on  the  researdi  phase  of  an  Internal  project}  is  recognised  as 
an  expense  v/hen  It  !s  Incurred.  /Vi  Intangible  asset  arising  from  develr^mient  {or  from  Ihe  development  phase  of  an  Internal 
project)  Is  recognised  v/hen: 

It  Is  technical^  feasible  to  ocxnolete  Ihe  asset  so  that  tturiil  be  available  fa*  use  or  sale, 
there  Is  an  Intention  to  complete  and  useorseB  H. 

•there  Is  an  abilltvto  use  orsei!  K. 

It  v/tl!  generate  probable  future  econamb  benefits  or  seririce  potential. 

• there  are  available  technical,  finar>c>^  andoUier  resources  to  comploic  the  development  and  to  use  o.'^  sell  the  asset 
the  expenditure  attributable  to  the  asset  durlna  Hs  developmenl  can  be  measured  reliabtv. 
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Intangible  assets  are  canted  at  cost  less  any  aoximuialed  amoril^llon  and  any  aocunuilated  iinpatrment  tosses. 

Intangible  asset  Is  regarded  as  havir>g  an  Inderinite  useful  He  ^en.  based  on  aU  relevant  factors,  there  is  no  foreseeable 
limit  to  the  period  over  Uie  asset  is  expected  to  gerterale  net  cash  InDows  or  service  potential. 

Amc^satton  is  rK>t  provided  for  U>ese  Intangible  assets,  bU  they  are  tested  for  impatnnenl  annually  and  vrhenever  there  is  an 
indication  that  the  asset  may  be  Impaired.  For  ail  olher  Intangible  assets  amortisation  is  presided  on  a straight  line  basis  over 
their  useful  life, 

The  amortfsation  psnodand  the  amortlsalicn  method  forlnlanglble  assets  are  reNdev/ed  at  each  reporting  dale. 

Reassessing  the  useful  fife  of  an  Intanglt^e  asset  \vilha  firdie  usehrt  Pfeafierif  v/asdasslfied  as  Indennite  Is  an  indicator  that  the 
asset  may  be  [rr^ired.  As  a result  the  asset  Is  tested  for  impalnnenl  and  the  remaining  carrying  amounl  is  amortised  over  its 
useful  Pfe, 


Experxiiture,  vrh!<^  enhances  and  e>dends  the  benefits  computer  sofh‘/are  programs  bayorrd  the  original  life  of  the  softv/are  is 
caplialised.  Compufer  soflv/are  development  costs  recognised  as  assets  are  amortised  using  tire  slra^hl  line  method  over  their 
useful  Trves  Costs  assodated  with  the  maintenance  of  e^dsting  computer  $ofh*/are  programs  are  expensed  as  incurred. 

Research  and  development  e>^erutiture  is  v/rttlen  off  as  incurred.  Amortisation  is  provided  to  v/rite  dos'm  (he  Intangible  assets, 
on  a straight  line  basis,  to  their  residual  values  as  follor.vs: 

Item  Useful  life 

Comouter  software  2 • 8 years 

The  gain  or  loss  Is  the  difference  bsKveen  the  net  disposal  proceeds,  If  any,  and  the  carrying  arnounL  It  is  recognised  in  surplus 
or  defictl  v/hen  the  asset  Is  derecognised. 

Investment  Drooertv 

Investment  property  Is  property  {land  or  a buiidtng  • or  part  of  a building  • or  both)  held  to  earn  rentals  or  for  capilel  appreciation 
or  both,  rather  than  for. 

' use  In  the  production  or  suppiv  of  goods  or  services  or  fo.* 

* admlnUtrativa  purooses.  or 

* sale  In  the  ordinary  course  of  operations. 

Owner-occupied  property  is  property  held  for  use  In  the  production  or  supply  of  goeds  or  services  or  for  edmlnlstra&ve 
puHMses. 

Investment  property  Is  recognised  as  an  asset  v/hen,  It  Is  probable  Ihel  the  future  economic  benefits  or  service  potential  that  are 
cssodaled  v/tth  the  investment  property  wfit  (Vov/  to  the  municipality,  and  the  cost  or  fair  value  of  the  Investment  property  can 
measured  reliably, 

Inveatmer^t  property  Is  initially  recognised  at  cost.  T ransaction  costs  are  included  in  the  initial  measurement. 

Where  investment  property  is  acquired  at  no  cost  or  tor  a nominal  cost,  its  cost  Is  lie  fair  v^ue  as  at  the  dale  of  acquisition. 

Costs  include  costs  IrtcurredIniUaliy  and  costs  incurrodsubsequenUy  to  add  to,  or  (o  replace  a part  of,  or  service  a property,  if  a 
replacement  part  is  recognised  in  the  carrying  amount  of  the  Investment  properly,  Ihe  carrying  amourrt  of  the  replaced  part  is 
derecognised. 

Fair  value 

Subsequent  to  Initial  measurement  investment  property  Is  measured  at  fair  value. 

The  fair  value  of  Investment  property  reflects  market  condllkins  at  the  reporting  dale. 

A gain  or  loss  arising  from  a change  In  (air  value  Is  included  in  net  surplus  or  deficit  for  the  period  In  v/hich  it  arises. 

If  the  munldparity  determines  that  the  fair  value  of  an  Investment  property  under  construction  Is  not  rellahty  delermloBble  but 
expects  the  (air  value  of  the  property  to  be  reliably  measurable  v/hen  construction  is  cxmtptelo,  It  measures  that  Inveslmenl 
property  under  constnreiion  at  cost  until  either  Its  fair  value  becomes  reliably  determinable  or  construction  Is  completed 
(v/hichevor  is  cartior).  If  tiie  munldpati'ty  determines  that  the  fair  value  of  an  inveslmenl  property  (other  than  an  Investment 
property  urkder  constniction)  (s  not  reliably  determinable  on  a continuing  basis,  the  munldpati^  measures  that  investmerrl 
property  using  Uie  cost  model  (as  per  the  accounting  policy  on  Property,  i^nt  and  equipment).  The  residual  value  of  the 
Investment  property  Is  Iherr  assumed  to  be  zero.  The  munlcipa%  apply  the  cost  model  (as  per  the  accounting  policy  on 
Property,  plant  and  equipment)  until  disposal  of  the  Investment  piofwrty. 
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Once  (he  municipality  becomes  able  to  measure  rellaWy  Ihs  fair  value  of  an  Investment  property  under  construc^on  that  has 
previously  been  measured  at  cost,  ft  measures  that  property'  at  Its  fair  v^ue.  Once  construction  of  that  property  Is  complete,  tt  Is 
presumed  that  fair  value  can  be  measured  reliably-  U this  is  not  the  case,  the  property  is  accounted  for  using  the  cost  model  In 
accordar>ce  with  the  accounUng  poDcy  on  property,  plant  arKi  equipment 

4 FINANCIAL  INSTRUMENTS 


The  amortised  cost  of  a linarrclat  asset  or  rmanctal  tab^i^  Is  the  amount  at  which  the  finarv^al  asset  or  financial  liability  Is  measured  at 
Initial  recognition  minus  principal  repayments,  plus  or  minus  Uie  cumulative  amortisation  using  the  effective  interest  method  of  any 
dtf(erei>c8  tohveen  that  iniUal  amount  and  Uie  maturity'  amount,  and  minus  any  reduction  {direcUy  or  through  the  use  of  an  allowance 
accounl)  for  Impairment  or  urrccrflecUWIity. 

Credit  n'sk  Is  the  risk  that  one  party  to  a financial  Instrument  wlH  cause  a financl^  loss  for  the  other  party  by  falling  to  discharge  an 
obligation. 

Currency  risk  Is  the  r1s.k  that  the  fair  value  cu*  future  ca^  flovrs  of  a financial  Instrument  vnll  fluctuate  because  of  changes  In  foreign 
exchange  rates. 

Derecognition  Is  the  removal  of  a pre^ously  recogr^sed  financial  asset  or  financfaUlablli^  from  an  enbVa  statement  of  financial 
position. 

The  effective  Interest  method  is  a method  of  calculating  the  amortised  cost  of  a financial  asset  or  a financial  liablli^  (or  group  of 
financial  assets  or  financial  llabIliUes)  and  of  allocating  the  Interest  income  or  Interest  expense  over  the  relevant  pen’od.  The  effedlva 
Interest  rale  is  the  rate  that  exactly  discounts  estimated  future  cash  payments  or  receipts  through  the  expected  life  of  the  financial 
Instrument  or,  when  appropnate,  a shoier  period  to  the  net  carrying  amount  of  the  ftnarKial  asset  or  finsncfal  llabltity.  When  calculating 
the  effective  interest  rate,  an  entity  shall  estimate  ca^  fk^vs  consldenng  aR  contractual  terms  of  the  financial  Instrument  (for  examf^e, 
prepayment,  call  and  similar  options]  but  shall  not  consider  fuhire  credit  losses.  The  calculation  includes  all  fees  and  p<4nts  paid  or 
received  beh'/een  parties  to  the  contract  that  are  an  integral  part  c4  the  effective  interest  rale  (see  the  Standard  of  GRAP  on  Revenue 
from  Exchange  Transactions],  transaction  costs,  and  all  other  prentiums  or  discounts.  There  is  a presumption  that  the  cash  flows  and 
the  expected  fife  of  a group  c4  similar  financial  Instruments  can  be  estimated  reliably.  However,  in  those  rare  cases  v/hen  It  Is  not 
possible  to  refcably  estimate  the  cash  flosvs  ortito  expected  life  of  a financial  Inslrumonl  (or  group  of  financial  fnstrumenis),  the  entity 
shall  use  the  contractual  cash  tlovrs  over  the  full  contractual  term  of  the  financial  lnslrumet)Uc>r  group  of  financial  Insloimenls). 

Fair  value  Is  the  amount  for  which  an  asset  coukf  be  exchanged,  ora  liablKqr  settled,  t^N/een  knov/tedgeable  vrilling  parlies  In  an  arm's 
length  transac^on. 


A financial  asset  Is: 

cash; 

a residual  Interest  of  another  entity;  or 
a contractual  right  to; 

-recelvecash  or  another  financial  asset  from  another  entity;  or 

'exchange  financial  assets  or  financfal  llabBities  vdth  another  entity  under  conditions  that  are  poIenUaliy  favouraUe  to  the  entiV- 

A financial  guarantee  contract  Is  a contract  that  requires  the  issuerto  make  specafied  payments  to  reimburse  the  holder  for  a loss  ft 
Incurs  because  a specified  debtor  fa^s  to  make  payment  when  due  in  accordance  v/ilh  the  original  or  mcxfified  terms  of  a debt 
Insirumenl 

A finarvctal  llatdtl^  is  any  llabitrty  that  Is  a contractual  obligation  to; 

deliver  cash  or  another  finandal  asset  to  another  entity;  or 

exchange  financial  assets  or  financial  liabilities  under  conditions  that  are  potentially  unfavouraUe  lo  the  entity- 

interest  rate  risk  is  the  risk  U^tthe  fair  value  cr  future  cash  fiov/sctfa  finandal  instrument  y4II  fluctuate  because  of  changes  in  market 
Interest  rales. 

Liquidity  risk  Is  the  dsk  encountered  by  an  entity  In  Die  event  of  difficulty  in  meeting  obligations  associated  v/ilh  financial  liabilities  that 
are  setIJed  by  delivering  cash  or  another  finandal  asset 

Loan  commitment  Is  a firm  commitment  to  provide  credit  under  pre-epedfled  terms  and  condflkms. 

Loans  payable  are  finandal  liabilities,  other  tiian  short-term  payables  on  normal  credit  terms. 

Market  risk  Is  the  risk  that  the  fair  value  or  future  cashflowsofa  finartdal  instrument  will  fluctuate  because  of  changes  in  market  prices. 
Market  risk  comprises  three  fypes  of  risk;  currency  risk,  Inlered  rale  risk  and  other  price  risk. 

Other  price  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a finandal  Instrument  v/ill  fluctuate  because  of  changes  in  market 
prices  (other  Ihan  those  arising  flom  Interest  rate  risk  or  currency  risk),  whether  those  changes  are  caused  by  factors  specific  to  the 
indl^ual  financial  Instrumerk  or  its  Issuer,  or  factors  affecting  allsimflar  finandal  instruments  traded  In  the  maikeL 
A financial  asset  is  past  due  v/hen  a counterparty  t»s  failed  to  make  a payment  when  contractually  due. 

Transaction  costs  are  Incremental  costs  that  are  directly  attributable  lo  the  acquIsIBon,  Issue  or  disposal  of  a financial  asset  a*  rinat>clal 
liablll^,  An  Irwremental  cost  Is  one  that  would  no!  have  been  incurred  tf  the  enti^  had  not  acquired,  issued  or  disposed  of  the  financial 
Instrument. 
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Finandai  instnjmenls  at  amortised  cost  are  non-derivattve  financial  assets  or  non-deritfalive  finandal  liabiliees  that  have  fixed  or 
determinable  payments,  excluding  those  inslrumenls  that 

the  entity  designates  at  fair  value  at  tnlUal  recognlOon;  tx' 
are  held  Iffi"  trading. 

Finandai  Instruments  at  costare  Investments  In  residual  Interests  ttial  do  not  have  a (juoted  market  prfc©  In  an  active  market,  and 
v/hose  fairvalue  cannot  iK  reliably  measured. 

Finandai  Instrumenls  at  fair  value  comprise  financial  assets  or  finandat  rtabilHies  that  arc: 
combined  instruments  that  are  designated  at  fair  value; 

Instruments  held  for  trading.  A finandai  instrument  Is  held  for  trading  If: 

• -It  Is  acquired  or  incurred  prindpally  lor  the  purpose  of  sdilng  or  repurchasing  tt  In  the  near-term;  or 
■on  Initial  recognition  it  Is  part  of  a portfolio  of  (dentifisd  financial  Instruments  that  are  managed  together  and  forv/hlch  there  Is  evidence 
of  a recent  actual  pattern  of  short  term  profit* tatdng; 

•noo*deriv8tive  finandai  assets  or  financial  iiabiritJes  vdlh  fixed  or  determinable  payments  that  are  designated  at  fair  value  al  Initial 
reoognlUon;  ai>d 

-finandai  instruments  fiiat  do  not  meet  the  definifion  of  financial  Instruments  at  amortised  cost  or  financial  Instruments  at  cosL 
Classincation 

The  entity  has  the  fdiov/ing  types  of  finandai  assets  (classes  and  category)  as  reflected  on  the  face  of  the  statement  of  fir«t>dal 
poslfionorlnthenoteslhcrelo;  . 

Class  Category 

Cash  and  cash  equivalenls  FViandal  asset  measiHod at  amorUsed  cost 

Trade  and  other  recetvabies  from  iwn  exchange 

transactions  FVisodalassot  moasofedatamwUsedcosi 

Consumer  Debtors  Finandai  asset  measured  at  amortised  cost 

Trade  and  other  receivables  from  exchange 

transactions  Ftmoti^  asset  measured  at  amorfised  cost 

Long  term  receivables  Fliuodal  asset  maaswed  elariKullsed  cost 

Non  current  investment  (sheres)  FTroiKlal  asset  measured  atfatrva^je 

The  enBfy  has  the  follovrtng  types  of  financial  llabfimes  (classes  and  category)  as  tallecled  on  the  face  of  the  statement  of  finandai 
position  or  In  the  rioles  thereto; 

Class 
Borrcivings 

Trade  and  other  payables 
Consumer  deposits 

Inlliai  recognition 

The  entity  recognises  a finandst  asset  or  a finandai  llabinty  In  Hs  statement  of  financial  posIBon  vrtien  the  entity  becomes  a party  to  the 
contractual  provisions  of  the  InstrumenL 

The  entity  recognises  finaiKlal  assets  using  trade  date  accounting. 

Initial  measureritent  of  financial  assets  and  financial  liabilities 

The  entity  measures  a finandai  asset  and  finandai  laWilty  Initfafiy  al  Its  fair  value  plus  Uansaefion  costs  that  are  difecUy  attnljulable  to 
the  acquisition  tx  Issue  of  the  finandel  asset  or  finandai  Babllity. 

The  entity  measures  a finarvdal  asset  and  finandai  fabllity  fnWally  at  Its  fairvalue  pf  subsequently  measured  at  fair  value). 

The  entity  first  assesses  v/helher  the  substance  of  a coiKesskmary  loan  is  In  fact  a loan.  On  inltfal  recognition,  Ihs  entity  ar^atyses  a 
cofKessiaiary  loan  Into  Its  component  parts  and  accounls  for  each  component  separately.  The  entity  accounts  for  that  part  of  a 
cortcessionary  loan  that  Is; 

a social  benefit  in  aoMrdance  v/ilh  the  Framework  for  the  Preparation  and  Presentation  Financial  Statements,  where  It  Is  the 
Issuer  of  the  loan;  or 

non  exchange  revenue,  In  accordartce  with  the  Standard  o(  GRAP  on  Revenue  from  Non  exchange  Transactions  (Taxes  and 
Transfers),  where  It  Is  the  redplenl  of  the  loaa 

Subsequent  measurement  of  financial  assets  and  financial  liabilities 

The  enti^  measures  all  finandai  assets  and  finandai  Ilabirttles  after  Inldal  recognlbon  using  thefoHos'/frg  categories: 

F1nar>d8l  instruments  at  fair  value. 

FInarKlal  kislrumenls  at  amortised  cost 
Rnandal  Instrumenls  al  cost 

All  finandai  assets  measured  at  amortised  cosl,  or  wsl,  are  subject  to  an  Impairment  re^rtew. 


Category 

FViend^  fabOty  measured  al  amMtised  cost 
Fbindd  febRty  measured  al  amortised  cosl 
FLnartdrd  measured  at  fat' value 


13 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


ACCOUNTING  POLICIES 

Fair  value  measurement  considerations 

The  best  evidence  of  (air  value  Is  quoted  prices  tn  an  active  market  If  market  fora  financial  Instrument  is  notacSve,  the  entity 
estabiishes  fair  value  by  using  a valuation  technique.  The  objective  of  using  a valualkm  techNque  Is  to  establish  vrfrat  the  transaction 
price  v/ould  have  been  on  the  measurement  dale  In  an  armfe  length  e)ffihange  motivated  by  iKtrmal  curating  considerations.  Valuation 
techniques  Indude  using  recent  arm's  length  market  Itansactons  t^Kvaen  knowledgeable,  parties,  If  available,  reference  to  too 
current  fair  value  of  arrotosr  Instrumerit  that  Is  substantially  Ihe  same,  tfiscounled  cash  flow  analysis  and  opbon  pricing  models.  If  there 
is  a valuation  technique  commonly  used  by  market  paitlcl^nts  to  price  ihe  Instrument  and  toal  technique  has  been  demonstrated  to 
provide  reliable  estfmates  of  prices  obtained  In  actual  market  transactions,  the  entity  uses  that  technique.  The  chosen  valuaBon 
technique  makes  maximum  use  of  market  Inputs  and  tefes  as  litlte  as  possiWe  on  enUb'  specific  Inputs.  It  Incorporates  all  factors  that 
market  fracbclpanlsv/ould  aorrsider  In  selling  a price  and  Is  consisfenf  vwlh  accepted  economto  methodologies  for  pricing  finandal 
instruments.  Pertodicalty,  a municipality  calibrates  the  valuation  tedjnlque  and  tests  tt  t<x  validity  using  prices  from  any  observable 
current  market  bansadions  In  toe  same  Instrument  (i-e.  ^wUK)ut  modfficalion  or  repackaging)  or  based  on  any  available  observable 
market  data. 

The  fair  value  of  a finar>dal  liability  wito  a demand  feature  <8.g.  a demand  deposit)  Is  ncrt  less  than  the  amount  payable  on  demand, 
discounted  from  toe  first  dale  that  the  amount  could  bs  required  to  be  paW. 

Reclassification 

The  entity  does  not  reclassify  a finandal  Instrument  v/Wle  U is  Issued  or  held  unless  Ills: 
combined  Inslrumenl  that  Is  required  to  be  measured  at  fair  value;  or 
an  Investment  In  a residual  Interest  that  rr»eels  tte  requirements  fc^  reclassification. 

Vfliere  toe  entity  cannot  reliably  measure  the  fair  value  of  an  embedded  derivative  that  has  been  separated  from  a host  contract  that  Is 
a finatwlal  inslrumenl  at  a subsequent  reprxting  dale.  It  measures  toe  combined  Instrument  at  fair  value.  This  requires  a redassiftcalion 
of  toe  Instrument  from  amortised  cost  or  cost  to  fair  value. 

If  fair  value  can  no  longer  be  measured  reliably  fw  an  InvesImenI  in  a residua!  interest  measured  at  fair  value,  the  entity  redasslfiss  the 
investmenl  from  fair  value  to  cosl  The  carrying  amount  at  the  dale  that  fair  value  Is  no  bnger  available  beco.mes  toe  cost 


If  a reliable  measure  becomes  available  for  an  Investmenl  In  a residual  Interest  lor  vdih*  a measure  was  previously  not  available,  and 
toe  Instrument  would  have  been  required  to  be  measured  at  lair  value,  the  entity  redasslfies  toe  Instrument  from  cost  to  fair  value. 

Gains  and  losses 

A gain  or  loss  arising  Irom  a <*ange  In  the  fair  value  ol  a financial  asset  or  financial  fiabl%  measured  at  fair  value  Is  recognised  in 
surplus  or  deficit 

Fix  financial  assets  and  finandal  ilaWlities  measured  at  amortised  cosl  or  cost,  a gain  or  loss  Is  recognised  In  surplus  or  deficit  v/hen 
toe  finandal  asset  or  financial  liability  Is  derecognised  or  Impaired,  or  through  Ihe  amoriisallon  process. 

Impairment  and  uncolleciibtllty  of  financial  assets 

The  entity  assess  at  toe  erxJ  of  each  reporting  period  v/helher  there  Is  any  objective  evidence  that  a finai>cJal  asset  or  group  of  financial 
assets  is  Impaired. 

Finandal  assets  measured  at  amortised  cost 

If  there  is  objective  evidence  that  an  impairment  loss  on  financial  assets  measured  at  amortised  cosl  has  been  Incurred,  toe  amount  of 
toe  toss  is  measured  as  toe  difference  behveen  the  asset’s  carrying  amount  and  the  present  value  ol  esHmaled  future  cash  fiov/s 
{excluding  future  credit  losses  (hat  have  not  been  incuned)  discounted  at  Ihe  financial  assafs  ordinal  effecUva  Interest  rate.  The 
canyitrg  amount  of  toe  asset  Is  reduced  directly  OR  toiough  toe  use  of  an  allowance  account  The  amount  of  the  toss  is  recognised  in 
surplus  ordeficlL 

If,  In  a subsequent  period,  toe  amount  of  the  impairment  toss  decreases  and  Ihe  decrease  can  be  related  obJecUvety  to  an  event 
occum'ng  after  toe  impelnment  was  recognised,  toe  previously  recognised  Impairment  loss  Is  reversed  directty  OR  by  adjusUog  an 
alkx/zance  account  The  reversal  does  no!  result  In  a carrying  amount  of  the  finand^  asset  ihal  exceeds  what  the  amortised  cost  v/ould 
have  been  had  the  Impairment  not  been  recognised  at  toe  date  the  impsiimenl  Is  reversed.  The  amount  of  too  reversal  is  recognised  In 
sutjXus  Of  deficit 

Finandal  assets  measured  at  mst 

If  there  Is  obJecBva  evidence  that  an  ImpaifmBnt  loss  has  been  litourred  on  an  invesiment  In  a residual  interest  that  Is  not  measured  at 
fair  value  because  Its  fair  value  cannot  bs  measured  refiaWy,  toe  amount  of  Ihe  Impairment  loss  is  measured  as  toe  dittererrce  behveen 
the  carrying  amount  of  toe  finar>da)  asset  and  the  present  value  of  esflmaled  future  cash  flows  discounted  at  the  current  market  rale  of 
return  for  a similar  finandal  asset  Such  ImpalrmerU  tosses  are  not  reversed. 
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ACCOUNTING  POLICIES 
Presentation 

Interest  relating  to  a financial  tnslrumer^l  or  a component  Sial  Is  a financial  nabi%  is  recogNssd  as  revenue  or  expense  In  surplus  or 
deficiL 

Dividends  or  slmtla:  distribufions  relab'ng  to  a financial  instrument  or  a component  8ial  is  a financial  llabSily  is  recognised  as  revenue  or 
expense  In  su^lus  w defidL 

Losses  and  gains  relating  to  a financial  instrument  ora  compw^enl  firatisa  financlai  flabi%  Is  recognised  as  revenue  a*  ej^nse  in 
surplus  or  deftcll 

A financial  asset  and  a financial  liability  are  only  offset  and  (he  net  amount  presented  in  ttie  statement  financial  position  v/hen  the 
entity  currently  has  a legally  enforceable  right  to  set  off  the  recogtused  amounts  and  Intends  either  to  settle  on  a net  basis,  or  to  realise 
the  asset  and  settle  the  liabIBty  simultaneously. 

In  accounUng  for  a transfer  of  a financial  asset  that  does  not  <H»aIify  for  derecognition,  the  entity  doas  ncA  offset  the  transferred  asset 
and  toe  assrxiated  Babllily. 


5 UNAUTHORISED  EXPENDITURE 

Unauthorised  expenditure  Is  experjdilure  that  has  not  been  budgeted,  expenditure  that  Is  not  to  terms  of  toe  conditions  of  an  allocaBoo 
received  from  another  sphere  of  government,  munkipatty  or  organ  of  slate  and  expenditure  In  tos  form  of  a grant  that  is  not  permitted 
In  terms  of  toe  Municipal  Finance  Management  Act  (Act  No.  66  of  2003).  Unauthorised  expsnd«ofe  Is  accounted  tor  as  an  expense  lr\ 
the  Statement  of  Financial  Performance  and  vAere  recovered,  H Is  subsequently  accounted  for  as'  revenue  In  toe  Statemenl  of 
Financial  Performance. 

e IRREGULAR  EXPENDITURE 

Irregular  expenditure  Is  e>5>enditure  that  Is  contrary  to  toe  Municipal  Rnance  Managemerrl  Act  (Act  No.  5B  of  2003,  the  Municipal 
Systems  Act  (Act  No,  32  of  2000),  toe  PoWts  Office  Searefs  Ac^  (Act  No.  20  of  1998)  or  Is  In  oonlravenlfon  of  toe  Munlclpallt/s  supply 
chain  management  policy.  Irregular  expenditure  exetudes  unauthorised  expsntflure.  Irregolaf  e5q>enciilure  Is  accounted  for  as 
expendKure  In  toe  Statement  of  Financial  Performance  and  v/here  recovered,  it  Is  subsequently  accounted  for  as  revenue  In  toe 
Statomenlof  Rnandal  Performance. 

7  FRUITLESS  AND  WASTEFUL  EXPENDITURE 

Fniibess  and  wasteful  expenditure  is  expenditure  that  v/as  made  In  vain  and  vAHdd  have  been  avoided  had  reasonable  care  been 
exercised.  Fwlltess  and  wasteful  expenditure  Is  accounted  for  as  expenditure  to  toe  Statement  of  Flnandal  Performance  and  vAere 
recovered.  It  Is  subsequently  accounted  tor  as  revenue  In  the  Statement  of  Financial  Performance. 


8 PROVISIONS 

Provtaions  are  recognised  v/hen  toe  munictpaiity  has  a present  or  consbucUve  obllgatbn  as  a result  of  past  events,  It  is  probable  that 
an  outflow  of  resources  embodying  economic  benefits  v;ill  ba  required  to  seWe  toe  obHgatlon  and  a rellabls  estimate  of  toe  provision 
can  be  made.  Provisions  are  reviewed  at  each  balance  sheet  dale  and  adjusted  to  refled  the  current  best  estimate. 

9 LEASES 

Leases  are  dasstfied  as  finance  leases  v/here  substanlislfy  all  toe  risks  and  rewards  associated  v/ito  ownership  of  an  asset  ere 
transferred  to  the  Municipality.  Property,  plant  and  equipment  or  Intangible  assets  sut^ect  to  finance  lease  agreements  are  Initial^ 
recognised  at  toe  fov/er  of  toe  asset's  fair  value  and  the  present  value  of  toe  minimum  lease  payments.  The  corresponding  liabilities  are 
Initially  recognised  at  toe  inception  of  toe  tease  and  are  measured  as  toe  sum  of  toe  minimum  lease  payments  due  in  terms  of  the  lease 
agreement,  disoounted  for  the  effect  of  Interest  in  discounting  toe  tease  payments,  the  municipality  uses  toe  Interest  rate  that  exactly 
discounts  the  lease  payments  arvd  unguaranteed  reskfoat  value  to  the  fair  value  of  the  asset  plus  any  tfifecl  costs  Incurred. 


Subsequent  to  Initial  recognItJon,  toe  leased  assets  are  accounted  for  In  accordance  v/ito  the  stated  accounting  poTiCles  applloable  to 
property,  plant  and  equipment  or  inlangiWes.  The  lease  liability  is  reduced  by  toe  lease  payments,  svhlch  are  allocated  tmtv/een  toe 
lease  finance  cost  arrd  toe  capital  repaymenls  usir^  effeefive  Interest  rate  method.  Lease  finance  costs  are  expensed  v/hen  Incurred 
.The  accounh'ng  policies  relating  to  derecognition  of  financial  toslruments  ere  appBed  to  lease  payables.  The  lease  asset  as 
depredated  over  toe  shorter  of  toe  asset's  useful  life  or  toe  lease  leim. 

Operaling  leases  are  those  leases  that  do  not  fall  v/itotn  toe  scope  of  toe  above  definltfon.  Operating  [ease  rentals  are  accnied  on  a 
slralghWlne  basis  over  toe  term  of  toe  relevant  lease. 

Property,  plant  arto  equipment  subject  to  finance  lease  agreemenls  are  caiHlalised  at  their  cash  equivalent  and  toe  corresponding 
[fabilibes  are  raised.  The  cost  of  toe  item  of  property,  plant  and  equipment  Is  depredated  at  approfxiale  rales  on  toe  straight-line  basis 
over  Its  estimated  useful  life. 


15 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


ACCOUNTING  POLICIES 
10  REVENUE  RECOGNITION 

10.1  Revenue  from  exchange  transactions 

Revenue  from  exchange  Van&actlon  refers  to  revenue  Ural  accrued  to  the  nninldpality  direcIty  in  return  for  services  rendered  / 

goods  sold,  the  value  of  v^tch  approximates  the  cortskieralion  received  or  receivable. 

10.1.1  Revenue  arising  from  ap{^[cat)on  of  the  approved  larttf  of  changes  In  recognised  v/han  toe  relevant  service  Is  rendered 
by  8ppt)ririg  toe  relevant  authorised  tariff.  This  ltv:4udes  the  feaulog  of  licenses  and  permits. 

10.1.2 

Service  diarges  relating  toelsclrkdtyand  water  are  based  on  consumptfon,  Meters  are  read  on  a monthly  basts  arto 
revenue  Is  recognized  s-toen  Invaced.  Provisional  estimates  of  consumption  are  made  monthly  v/hen  meter  readings 
have  not  been  performed  and  are  baaed  on  the  consumpBon  history.  The  provJstonal  estimates  of  consumption  are 
rer^nlzed  as  revenue  vtoen  Invoiced.  Adjuslments  to  provisional  es&males  of  consumption  are  made  in  toe  invc^ng 
peri^  when  meters  have  been  read.  These  adjuslmenls  are  recognized  as  revenue  In  toe  Invoicing  period. 

10.1 .3  Service  charges  relating  to  solid  waste,  ^nHallon  and  sewerage  are  levied  montoty  In  terms  of  the  approved  tariffs. 

10.1.4  Interest  earned  on  Investments  Is  recognised  In  toe  slatemenl  of  finencltf  performance  on  a 8me  proportionate  basis 
that  takes  Into  account  toe  effective  ^etd  on  toe  Inveslmont 

10.1.6  Dhridends  are  recognized  v/hen  toe  munlclpaliys  right  to  receive  paymenlls  established. 

10.1.6  Revenue  from  toe  sale  of  goods  Is  recognized  v/hen  aD  toe  folKAwng  condition  has  been  satisfied: 


The  municipality  has  Iranslerred  to  the  buyer  toe  significant  riskand  rewards  of  os-/nsrsh!p  of  toe  goods. 

The  municipality  retains  neltoer  continuing  managerial  Involvement  to  the  degree  usually  asso<daled  v/ith 
mvnership  nor  effective  control  over  toe  goods  soW. 

The  amount  of  revenue  can  be  measured  reliably. 

It  Is  probable  that  toe  economic  benefits  or  service  potential  associated  v/ito  toe  transaction  wilt  flo^v  to  toe 
Municipality. 

10.2  Revenue  from  non-exhange  transactions 

Revenue  comprises  gross  Inflows  of  ecorromlo  benefits  or  service  potential  received  and  recelvabte  by  a municipality,  which  represents 
an  Increase  in  net  assets,  other  than  tocreases  relating  to  contributions  from  owners. 

Conditions  on  transferred  assets  aro  stipulations  that  specify  that  toe  fulore  economic  benefils  or  service  potential  embodied  In  the 
asselis  required  to  be  consumed  by  toe  recipient  as  specified  or  future  economic  benefils  or  service  polenliel  must  be  relumed  to  toe 
transferor. 

Control  of  en  asset  arise  v/hen  toe  municipality  can  use  or  otoen‘/ise  benefit  from  toe  asset  in  pursuit  of  Its  objectives  and  can  exclude 
or  otoerv/lse  regulate  toe  access  of  others  to  that  benefiL 

Ffnes  are  economic  benefils  or  eervice  potonllat  received  or  receivable  by  entities,  as  determined  by  a courl  or  otoer  law  enforcement 
body,  as  a consequence  of  toe  breach  of  lav/e  or  reguiations. 

Non  exchange  transactions  are  transactions  that  ere  not  exchange  transactions.  In  a non  exchange  transaction,  a munldpality  either 
receives  value  from  another  municipality  v/itoout  directiy  ^Ing  approximately  equal  value  In  exchange,  or  gives  vaJue  to  another 
munldpa%wahout  cflrectiy  receiving  approjamately  equal  value  In  exchar»ge. 

Restrictions  on  transfened  assets  are  slipufalions  toat  Hmil  or  direct  toe  purposes  forv/hlch  a transferred  asset  may  be  used,  but  do  rwt 
specify  toat  future  economic  benefits  or  service  potential  Is  reqirired  to  be  relumed  to  Ihe  Iransferor  1/  not  deployed  as  spediled. 

Stipulations  on  transferred  assets  are  terms  In  tav/sor  regulation,  ora  binding  anangement,  Imposed  upon  the  use  of  a l/ansferred 
asset  by  entitles  external  to  toe  reporting  muntdpality. 

Taxes  are  economic  benefils  or  service  potential  compulsorily  paid  or  payable  to  entities.  In  accordance  \^to  laws  and  or  regulations, 
estaWished  to  provide  revenue  to  govemmenl  Taxes  do  not  Include  fines  or  other  penalties  Imposed  for  breaches  of  toe  law. 

Transfers  areinfiov/s  of  future  economic  benefits  or  service  potential  from  non  exchange  IransacCons,  otoer  than  taxes. 

Recognition 

An  inflow  of  resources  from  a non  exchange  transaction  recognised  as  an  asset  Is  recognised  as  revenue,  except  to  toe  extent  toat  a 
llabliity  Is  also  recognised  In  respect  of  toe  same  inflow. 

As  toe  municipality  satisfies  a present  obflgatlon  recognised  as  a liabStfy  In  respect  of  an  Inflow  of  resources  from  a non  exchange 
IransacUon  recognised  as  an  asset,  It  reduces  toe  carrying  amount  of  the  llabl%  recogrtised  and  recognises  an  amount  of  revenue 
equal  to  that  reduction. 


When,  as  a result  of  a non  exchange  transaction,  the  munkripafity  recogtrises  an  asset,  It  also  recn^nlses  revenue  equivalent  to  toe 
amount  of  the  asset  measured  at  Its  fair  value  as  at  the  date  of  aequlsIBon,  unless  H is  also  required  to  recognise  a Sability.  Where  a 
liability  Is  required  to  bs  recognised  ft  v/til  l»  measured  as  the  best  estimate  of  the  amount  required  to  settle  toe  obtigation  at  the 
reporting  dale,  and  toe  amount  of  toe  Increase  In  net  assets,  If  any,  recogrrised  as  revenue.  When  a liablfity  Is  subsequently  reduced, 
because  toe  taxable  event  occurs  or  a condition  Is  saBslied,  toe  amount  of  toe  reduction  In  toe  (lability  is  recognised  as  revenue. 
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ACCOUNTING  POLICIES 
Trsnsrer$ 

Apart  from  Services  In  kind.  vAich  are  t>ol  rccoflniscd,  Ihe  munldpafily' recognises  an  asselln  respact  of  transfers  when  the  transferred 
resources  meet  the  dermtlion  of  an  asset  and  satisfy  the  criteria  forrecc^niUon  as  an  asset 

The  municipaCty  recognises  an  asset  In  respect  of  transfers  when  the  tfat«feired  resources  meet  tire  dslinllion  of  an  asset  ar>d  satisfy 
the  criteria  for  recogryiJon  as  an  asset 

Transferred  assets  are  measured  at  their  fair  value  as  at  the  dale  of  acquisition. 

Fines 

Fines  are  recognised  as  revenue  vrhen  the  recetvable  meals  tire  dennIDotr  of  an  asset  and  satisfies  the  criteria  recognition  as  an 

asset 

Assets  arising  from  tines  are  measured  at  the  best  estimate  of  the  loflcw/  trf  resources  to  the  munfapatity, 

Where  the  municipalfty  coBeds  fines  In  toe  capacity  an  agent,  the  fins  vnll  not  be  reveniie  of  the  cdlecSng  entity. 

Bequests 

Bequests  that  satisfy  the  definition  of  an  asset  are  recognised  as  assets  and  revenue  vdien  It  Is  probable  that  tire  future  economic 
banefils  Of  service  polentialvflBfio^'/to  toe  municipality,  and  Ihefalrvahieof  Ihe  assets  can  be  measured  reliably. 

Gifts  and  donations,  Including  goods  in  kind 

Gifts  and  donations,  Including  goods  in  kind,  are  recognised  as  assets  and  revenue  vrhen  It  Is  probable  that  the  future  economic 
benefits  or  serwce  potenUa?  vnl!  flow  to  the  municipality  and  the  fair  value  of  the  assets  can  be  measured  rellaWy. 


11  INVENTORIES 

Invanlones  consist  of  raw  materials,  vrtrk  in  pn^ess,  consumables  and  finished  goods,  which  are  valued  al  the  torrer  of  cost, 
determined  on  the  first  In  , first  out  method,  and  net  reaftsaWe  value.  Where  it  is  hold  for  disiribution  or  consumption  al  ro  charge  or 
tor  a nomIr>al  amount,  inventories  aro  valued  at  too  lower  of  cost  and  ctirrenl  replacement  value. 

Cost  of  inventories  comprises  all  costs  of  purchase,  cost  of  cor^verston  aivJ  other  costs  Irrcurred  In  bringing  to©  Inventories  to  their 
present  localton  and  condition.  Redundant  artd  slow  moving  Inventories  are  Identified  and  written  dovm  v/rth  regard  to  their  cost 
Consumables  aro  vffitlen  dos’/n  according  to  toeir  ago,  condition  and  utSi^. 

Stands  availaUe  for  sale  during  Uie  nari  12  months  are  recognised  as  Inventory. 

12  CONDITIONAL  GRANTS  AND  RECEIPTS 

Revenue  received  from  conditional  grants,  donations  and  funding  are  recognised  as  revenue  to  toe  extent  that  toe  Municipality  has 
complied  vrilh  all  of  toe  criteria,  conditions  or  obligations  embodied  In  toe  agreement  To  the  extenl  that  toe  criteria,  conditions  or 
obligations  have  not  been  met  a liability  is  recognised.  The  liabiaty  Is  transferred  to  revenue  as  and  v;hen  toe  conditions  attached  to  toe 
grants  are  meC  Grants  v/itoout  any  conditions  attached  are  recognised  as  revenue  when  to©  asset  a recognised. 

13  SEGMENTAL  INFORMATION 

Segmsnial  Information  on  Property,  Plant  and  Equipment  as  weB  as  Income  and  e>?>9ndilure  Is  set  out  in  Appendix  C and  D based  on 
toe  budget  formats  prescribed  by  National  Treasury.  The  murtidpality  operates  solely  in  Us  area  of  )urisdic^  as  determined  by  toe 
Demarcation  Board. 

14  VALUE  ADDED  TAX 

The  MunicIpaSty  accounts  to;  Value  Added  Tax  on  the  payment  basis. 

15  EMPLOYEES  BENEFITS 

Emj^oyee  benefits  are  all  forms  of  oxisldenalion  ghren  by  a iminlclpali^  In  exchange  lor  serrice  rendered  by  employees, 

A qualifying  insurance  policy  Is  an  Insurance  poUcy  Issued  by  an  Insurer  Ihal  Is  not  a related  party  (as  defined  In  the  Standard  of  GRAP 
on  Related  Party  Disclosures)  of  toe  reporting  munldpar^,  If  Ihe  proceeds  of  the  policy  can  be  used  only  to  pay  or  fund  employee 
benefits  under  a defined  bsrie/il  plan  and  are  not  avaHabte  to  the  reporting  munJc^iit/s  ovvn  creditors  (even  In  liquidation)  and  cannot 
be  paid  to  toe  repeating  municipality,  unless  either: 

toe  proceeds  represent  surplus  assets  toal  are  nc^  needed  for  toe  pr^qr  to  meet  an  toe  related  employee  benefit  obDgaUons;  or 
toe  proceeds  are  relumed  to  toe  reporting  munldpaKly  to  reimburse  It  for  employee  benefits  already  paid. 

Termination  tenefits  are  employee  benefits  payable  as  a result  of  eitoen 

an  municipairt/?  decision  to  terminate  an  employee's  emi^oymenl  before  toe  normal  retireraenl  date;  o: 
an  employee’s  decision  to  accept  voluntary  redurrdartcy  (n  e»;hange  for  toose  benefits. 

Other  long  term  employee  benefits  are  emfA>yee  benefits  (other  than  post  emj^yment  benefits  and  termination  benefits)  that  are  rx>l 
due  to  be  settied  within  twelve  mcmlhs  after  toe  end  of  toe  period  In  the  employees  render  the  related  service. 

Vested  employee  bsaelils  are  employee  bsnefits  that  are  not  condiOotjal  on  future  emptoymenL 


17 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 


ACCOUNTINO  POLICIES 

Composite  s«lal  security  programmes  are  established  by  tegtelaOon  ar»d  operate  as  mulB  emptoyer  j^ans  to  provide  post  emf^oyment 
benefits  as  as  to  provide  beneWs  that  are  not  considefattonlnexchai^e  lor  service  rendered  by  employees. 

A constructive  obKgaCon  is  an  obHgation  that  derives  from  an  municipati^s  actions  v/hare  by  an  established  patlam  of  past  practice, 
published  policies  or  a sufflclenlty  specific  current  statement,  the  municlpdrfy  has  Indicated  to  other  pariles  that  it  v/I5l  accept  certain 
responsibilities  and  as  a result,  the  municlpak’ty  has  created  a valid  e)^»claUon  on  the  part  of  those  other  parlies  that  ft  vrill  discharge 
those  responsJbiltUes. 

Short  term  employee  benefits 

Short  term  employee  benefits  are  emf^ oyee  benefits  <<rfherlhan  termtnatioft  tenefils)  that  are  due  to  be  settled  vhthln  hvetve  months 
after  the  end  of  the  period  In  which  the  employees  render  the  related  service. 

Short  temn  employee  benefits  include  Hems  such  as: 
v/agss,  salaries  and  social  security  contribuUohs; 

short  term  compensated  absences  {such  as  paid  annual  leave  and  paid  side  leave)  vAere  the  compensation  for  the  absences  Is 
due  to  be  settled  wilhin  h'/efve  months  after  the  end  of  the'  reporting  period  In  v/hk*  tee  emf^oyees  render  tee  related  employee 
service: 

bonus,  irveentive  and  performance  related  payments  payable  vathtn  te/etve  months  after  the  er>d  of  the  reportihg  period  in  which 
the  employees  render  tee  related  service;  and 

next  nMnelary  benefits  {fo;  example,  medical  care,  and  free  or  subsidise  goods  or  services  such  as  housing,  cars  and  ceil 
phones)  for  current  employees. 

When  an  employee  has  rendered  serrtce  to  the  entity  during  a reporting  period,  tea  entity  recognise  the  undlscounted  amount  of  short 
term  employee  ^nefils  experrtedlobs  paid  tn  exchange  for  teal  service: 

as  a liability  {accaied  expense],  after  deducting  any  amount  already  paid.  If  the  amount  already  paid  exceeds  tee  undlscounted 
amount  of  the  benefits,  the  munldpa%  recognise  that  excess  as  an  asset  (prepaid  expense)  to  tee  extent  teat  the  prepayment 
vrill  lead  to,  for  example,  a reduction  In  future  payments  or  a cash  rehind;  and 

as  an  expense,  unless  another  Standard  requires  or  permtls  tee  inclusion  of  tee  benefits  In  tee  cost  of  an  asset 

The  e)q>ecled  cost  of  compensated  absences  Is  recognised  as  an  expense  as  tee  employees  render  services  that  increase  their 
entitlement  or,  in  tea  case  of  non  accomulaUng  absences,  v/hen  tee  absence  occurs.  The  munlcipsllty  measure  tee  expscled  cost  of 
accumulating  compensated  absences  as  tee  additional  amount  teat  the  entity  expects  to  pay  as  a result  of  tee  unused  entltiemenl  that 
has  accumulated  at  tee  repotting  dale. 

The  municipafty  recognises  the  expected  cost  of  bonus,  incentive  and  performance  related  payments  v/hen  tee  munldpaiih’  has  a 
present  legal  or  constructive  obligation  to  make  such  paymenis  as  a result  of  past  events  and  a reliable  esUmate  of  the  obligation  can 
be  made.  A present  obllgalion  exists  v/hen  tee  entity  has  no  realistic  altemate/e  but  to  make  teo  paymenis. 

Post  employment  benefits 

Post  employment  benefits  are  employee  benefits  (other  than  termlnatton  benefits)  v/hich  are  payable  after  tee  compteUen  of 
empioymenL 

Poslemploymenl  benefit  plans  are  forma!  or  Informal  arrangements  underv/Wch  a municipality  provides  post  employment  benefits  for 
one  or  more  employees. 

Post  employment  benefits:  Defined  contribution  plans 

Defined  conlitbulion  i^ans  are  post  employment  benefit  plans  underv/hlch  a municipality  pays  fixed  contribuilons  into  a separate  entity 
(a  fund]  and  vrill  have  no  legal  or  constructive  obllgalion  to  pay  further  contributions  If  the  fund  does  nc^  hold  sufficient  assets  to  pay  ail 
employee  benefits  relab'ng  to  employee  service  in  tee  current  and  prior  periods. 

When  an  employee  has  rendered  service  to  tee  monWparity  during  a repcxtlng  period,  tee  municipality  recognise  tee  conUibuSon 
payable  lo  a defined  contribution  plan  In  exchange  for  that  service; 

as  a liability  (accrued  expense),  after  dedooSng  any  oonWbulion  already  paid.  If  tee  conlitbulion  already  paid  exceeds  the 
conlrlNjUon  due  fo.’-  service  before  tee  reportltrg  dale,  a munfcJpality  recognise  teal  excess  as  an  asset  (prepaid  exf^nse)  to  tee 
extent  Umt  tes  prepayment  will  lead  to,  (or  example,  a reduction  In  future  paymenis  or  a cash  refund;  and 
as  an  expense,  unless  another  Standard  requires  or  permits  tee  inclusion  of  tes  contribution  In  tee  cost  of  an  asset 

Wnere  contributions  lo  a defined  contribution  plan  do  not  fall  due  Avhcrfly  v/llhln  h'/eh/e  montes  after  tee  end  of  the  reporting  period  in 
v/hkh  tee  employees  render  tee  related  service,  they  are  discounted.  The  rale  used  to  discount  reflects  tee  time  value  of  noney,  The 
ornency  and  term  of  tee  financial  instrument  selected  lo  lefiecl  the  lime  value  o(  money  Is  consistent  \^th  tee  currency  and  estimated 
term  of  tee  obllgalbn. 


Post  employment  benefits;  Defined  benefit  plarrs 

Defined  benefit  plans  are  post  employmenl  benefit  plans  other  tean  defined  contribution  plans. 

Aduarial  gains  and  losses  comprise  experience  acljustmenls  (the  effects  of  differences  bahveen  tee  previous  actuarial  assumptions 
and  v/hat  has  adually  occurred)  and  tee  effects  of  charvges  In  actuarial  assumptions.  In  measuring  Its  defined  benefit  liablifty  tee 
monldpality  recognise  actuarial  gains  and  losses  in  surplus  or  deficit  In  the  reporting  pericxl  in  v/hlch  they  occur. 

Assets  held  t^  a tong  term  employee  benefit  fund  are  assets  (other  tean  wm  transferable  finarwlal  tnslruments  Issued  by  the  reporting 
municipality)  teal  are  held  by  a munidpaftty  (a  furvd)  teat  is  legally  separate  from  tee  reporting  munfclpalfty  and  e;dsls  solely  to  pay  or 
fund  employee  benefits  and  are  available  lo  be  used  avSy  topay  or  fund  employee  befiefits,  are  not  available  to  tee  reporting 
munWpality's  ovm  creditors  {evenln!lquldaljon)i  and  cannot  be  relumed  to  the  reporting  murtfdpality,  unless  either. 

the  remaining  assets  of  tee  fund  are  suffidenl  to  meet  all  tee  related  employee  benefit  obllgaUwvs  of  tee  plan  or  tee  reporting 
munldpafity;  or 

tee  assets  are  returned  to  tee  reporting  municipality  to  reimburse  ftfor  emjtoyee  benefits  already  paid. 

Current  sen/fce  cost  Is  tee  Increase  in  tea  present  value  of  the  defined  benefit  d>figation  resulting  from  employee  service  In  tee  current 
period. 
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Inleresl  cost  ts  the  fncfeass  durins  a f>eri«i  in  the  present  value  erf  a defined  benefit  obligation  v/hfeh  arises  because  the  benefits  ate 
one  period  doser  to  settlemenl 

Past  service  cost  is  the  change  In  the  preserrl  value  of  the  defined  berwfil  obfigaUon  for  enfl)loyee  service  In  prior  j^riods,  resulting  In 
the  current  period  from  the  Introduction  of,  or  changes  to.  post  empto^ent  benefits  tx  other  tong  term  employee  benefits.  Past  service 
cost  may  be  either  positive  (when  benefits  are  Introduced  or  chained  so  that  the  fwesent  value  of  the  defined  benefit  obiigation 
Increases)  or  negative  (when  ejoslJng  benefits  are  changed  so  that  the  present  value  of  the  defined  benefit  obligation  decreases),  in 
measuring  Us  defined  ber^efit  liability  the  entity  recognise  past  seMce  cost  as  an  ejqwrrse  1r»  the  reporting  period  In  v/hlch  the  plan  is 
amended. 

Plan  assets  comprise  assets  held  by  a tong  term  employee  benefit  fond  and  qualifying  Insurance  poicies. 

The  present  value  of  a defined  benefit  oWlgation  Is  the  present  value,  without  deducting  any  pfan  assets,  of  exf»cted  future  payments 
required  to  setUe  the  obUgabon  resulting  from  employee  service  In  the  current  and  prtot  periods. 

The  return  on  plan  assets  Is  Interest,  dividands  and  other  revenue  derived  from  the  plan  assets.  togelherv/Hh  realised  and  unrealised 
gains  or  losses  on  the  plan  assets,  less  any  coats  of  admlnlslering  the  ptari  (other  than  those  induded  In  the  actuarial  assumptions 
used  to  measure  the  defined  benefit  obligation)  and  lass  any  lax  payable  by  the  plan  itself. 

The  munlcipafity  accounts  not  only  for  Its  legal  obBgatlon  under  the  formal  terms  of  a defined  benefit  plan,  but  also  for  any  conslnxriive 
obllgaUon  that  arises  from  lha  munldpafity’s  Informal  ptadices.  Informal  practices  give  rise  to  a constnjclrve  obTigation  v/here  the 
municipality  has  no  realisBc  allemallve  but  to  pay  employee  benefits.  An  examfrfe  of  a consltucUve  obfigatioo  ts  v/here  a change  In  the 
munidpaliys  Informal  practices  v/ould  cause  unaccepteKe  damage  to  its  relationship  v/«h  employees. 

The  amount  recogtrfsed  as  a defined  benefitliablftty  Is  Iheiwltotal  ofthe  follov/ing  amounts: 

the  present  value  of  the  defined  benefit  obligabon  at  the  reporfing  date; 

minus  the  fair  value  at  the  reporting  dale  of  plan  assets  (If  any)  out  erf  which  the  obBgaUons  are  to  be  setfled  dlrecth^ 
plus  any  Gatrflity  that  may  arise  as  a result  of  a minimum  funding  requirement 
The  amount  determined  as  a defined  benefit  liability  may  be  negative  (an  asset).  The  muntolpality  measure  the  resulting  asset  at  the 
to\‘/er  of: 

the  amount  determined  above;  and 

the  present  value  of  any  economic  benefits  available  In  the  form  of  refunds  from  the  plan  or  reductior^s  In  future  contributions  to 
the  plan.  The  present  value  of  these  economic  bansflts  Is  determined  using  a discount  rate  vriilch  reflects  the  lime  value  of 
money. 

Any  adjustments  arising  from  the  limit  above  ts  recognised  In  sunolus  ordefldL 

The  municipality  delermlna  the  present  value  of  defined  benefit  obligaltons  and  the  fair  value  of  any  plan  assets  v/ilh  sufficient  regularity 
such  that  the  amounts  recognised  In  the  financial  statements  do  not  differ  materially  from  the  amounts  that  would  be  determined  at  the 
reporting  date. 

The  munfdpafity  recognises  the  net  total  of  the  foCowing  amounts  In  surplus  or  deficit,  except  to  the  extent  that  another  Standard 
requires  or  permits  their  inclusion  In  the  cost  of  an  asset 
current  service  cost 
Interest  cost 

the  expected  return  on  any  plan  assets  and  on  any  reimbursement  rights; 
acluarfai  gains  and  losses; 
past  service  cost; 

the  efferS  of  any  ojrtailments  or  settlements;  and 

the  effect  of  applying  the  limfi  on  a defined  benefit  asset  (negative  defined  benefit  fiabllity). 

The  munlcapality  uses  the  Projected  Unit  CredK  Method  to  determine  the  present  value  of  Us  defined  bsnefit  oMgalJons  and  Ihe  relaled 
current  service  cost  and,  \Wiere  applicable,  past  service  cost  The  Pr^ected  Unit  Credit  Method  (swneSmss  krwm  as  the  accnied 
benefit  method  pro  rated  on  service  or  as  the  benefitfyears  of  service  method)  sees  each  feriod  of  sendee  as  gMng  rise  to  an 
additional  unit  of  benefit  enUUemenl  arKf  measures  each  unit  separately  to  buBd  up  the  final  obligation. 

In  determining  the  present  value  of  its  defined  benefit  obfgattons  and  the  relaled  current  serwee  cost  and.  v/here  applicable,  past 
service  cost,  a municipality  shall  attribute  benefit  to  periods  erf  service  under  the  plan's  benefit  formula.  Hosvever,  If  an  employee's 
service  in  later  years  v/ill  lead  to  a materialty  higher  level  of  benefit  than  In  earlier  yearn,  a municipality  shall  attribute  benefit  on  a 
straight  line  basis  from: 

the  date  vrhen  sendee  by  the  employee  first  leads  to  benefits  under  the  plan  (whether  or  not  the  benefits  are  conditional  on 
-further  service);  until 

the  date  vrhen  further  service  by  toe  employee  s-riS  lead  to  no  malerial  amount  erf  further  benefits  under  (he  plan,  other  than  frexn 
further  salary  increases, 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  Independent  actuaries  separately  for  each  plan.  The  results  of  toe  valuaSon 
are  updated  for  any  mal^al  transactions  and  other  matertetdwnges  In  drcumstances  including  chatvges  In  martcet  prices  and  Inleresl 
rates)  up  to  the  reporting  dale. 

The  munldpaiity  recognises  gains  or  losses  on  toe  curtaPraenl  or  settlement  of  a defined  benefit  plan  when  the  curtailment  or 
settlement  ocarrs.  The  gain  or  loss  on  a curtafiment  or  settlement  con^ses: 

any  resting  change  In  the  present  value  of  the  defined  benefit  obSgelton;  and 
any  resulting  change  in  the  fairvalue  erf  toe  plan  assets. 

Before  determining  toe  effect  of  a curtailment  or  setUemem,  toe  muntolpality  re  measure  toe  obligation  (and  Ihe  relaled  plan  assets,  if 
any)  using  currerrf  actuarial  assumptions  Ofjcludtog  current  market  Inleresl  rates  arKi  other  current  market  prices). 

When  It  Is  virtusily  certain  that  anotoer  party  v/ill  reimburse  some  w an  of  toe  expsrxlilofe  required  to  settle  a defined  bsnefit  oWigation, 
the  right  to  reimbursement  Is  recognised  as  a separate  asset  The  asset  Is  measured  at  fair  value.  In  all  other  respects,  toe  asset  U 
treated  In  toe  same  v/ay  as  plan  assets.  In  surfrfus  or  deficif,  toe  expense  relating  to  a defined  benefit  plan  ts  [OR  Is  nofi  p'esented  as 
toe  net  of  the  amount  recognised  for  a relmbursemenL 


19 


t t 

( 

GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 
ACCOUNTING  POLICIES 

The  munteipalSy  offsets  an  asset  relating  to  one  plan  agatnst  a DaWB^*  relaBng  to  anotoar  plan  v4ien  the  rnunlcipalit)'  has  a legally 
enforceable  tight  to  use  a surplus  In  one  plan  to  settle  obfIgaBons  under  toeolher  plan  and  imet>d5  either  to  settle  toe  obligations  on  a 
net  basis,  or  to  realise  the  surplus  in  orre  plan  and  setUe  Its  oW^alion  under  the  other  plan  stmuUaneously. 


Actuarial  assumptions 

Actuarial  assumptions  are  unbiased  and  mutually  compattoie. 

Financial  assumptions  are  based  on  market  expeclaboos,  at  the  reporting  date.  the  period  over  vAlch  the  obligations  are  to  be 

setUed. 

The  rale  used  to  discount  post  employment  benefit  oWigaliorto  (both  funded  and  unfunded)  reflect  the  time  value  of  money.  The 
currerrcy  aiKl  ierm  of  toe  flnarrtdat  instrument  selected  to  reflect  the  lime  value  of  money  Is  consistent  vnth  the  currency  and  estimated 
term  of  the  post  employment  benefit  obligations. 

Post  employnwnl  benefit  obligations  are  measured  on  a basis  that  reflects: 
estimated  future  salary  tecreases; 

toe  benefits  set  out  In  too  terms  of  the  plan  (or  resulling  from  any  construdfve  oWIgalfon  that  goes  beyond  those  terms)  at  the 
reporting  date;  arrd 

estimated  future  charrges  in  toe  level  of  any  slate  beirefits  that  aftecl  Ihe  benefits  payaWe  under  a defirrsd  benefit  plan.  If.  and 
only  If,  either: 

those  changes  v/ere  enacted  before  toe  reporting  date;  or 

past  history,  w other  reUable  evidence.  Inrficeles  that  those  slate  benefits  will  charrge  In  some  prediclable  manner,  for  example, 
In  Ilnev/ito  luture  changes  In  general  price  levds  or  gerreral  salary  levels. 

Assumptions  about  medical  costs  lake  account  of  estimated  Mure  changes  Irr  toe  cost  medical  serviceB,  resulting  from  both  Inflation 
and  specific  changes  In  medical  costs. 


16.  CONTINGENCIES 

Contingent  assets  and  conUngent  llabililies  are  nol  recogii'sed.  Contingencies  are  disclosed  In  Note  42, 

17  IMPAIRMENT  OF  CASH-GENERATING  ASSETS 

Cash-generating  assets  are  those  assets  held  by  toe  muiBclp^v/ito  the  primary  objective  of  generaEng  a commercJaJ  leturrr.  When 
an  asset  Is  deployed  In  a manner  consistent  v/ilh  that  adopted  by  a profit-oiientaled  enEty.  H generates  a commercial  return. 

impairment  Is  a loss  In  the  future  economic  benefits  or  sendee  potential  ol  an  asset,  over  and  above  the  systemetic  recognISon  of  the 
toss  of  toe  assets  future  ecorwmte  benefits  or  service  potential  through  depredation  (amortisation). 

Carrying  amount  Is  toe  amount  at  v/hlch  an  asset  Is  recogi^lsed  In  toe  slalemenlof  finandat  position  after  deducting  any  eccumulaled 
depredation  and  accumulated  impairment  losses  thereon. 

A cash-generating  unit  Is  toe  smallest  kfenllflable  group  ol  assets  held  v4th  toe  primary  objective  of  generating  a commercial  return  that 
generates  cash  Inflows  from  conllnulrrg  use  tost  are  largely  Independent  of  the  cash  Inflows  from  other  assets  or  groups  of  assets. 
Costs  of  disposal  are  Incremental  costs  directly  attributable  to  toe  disposal  of  an  asset,  excluding  finance  costs  and  Income  tax 
expense. 

Depredation  (/^orOsalion)  is  toe  sysletnaBc  allocation  of  toe  depreciable  amount  of  an  asset  over  its  useful  life. 

Fair  value  less  costs  to  eel!  Is  toe  amount  oblatnabto  from  toe  sate  of  an  asset  in  an  arm's  lengUi  transaction  between  knovrlodgeabte, 
v/llling  parlies,  less  toe  costs  of  disposal. 

Recoverable  amount  an  asset  or  a cash-generating  unit  Is  toe  higher  Ks  fair  value  less  costs  to  sell  and  Its  value  in  use. 

Useful  life  Is  either. 

toe  period  of  time  over  v/hlch  an  asset  Is  expected  to  Paused  by  toe  rnuntelpaWy;  or 

toe  number  of  production  or  similar  units  exfwcled  to  be  obtained  from  the  asset  by  toe  municipality. 

Identification 


Wnen  the  catiying  amount  of  a cash-generating  asset  exceeds  Hs  fecovotable  amount  Rls  Impaired, 

The  munIcIpaSty  assesses  at  each  reporting  date  vtoelher  there  Is  any  todlcaUon  that  a cash-generating  assst  may  be  impaired,  If  any 
such  Indicatico  eM'sts,  toe  munldpali^  estimates  the  reexweraKe  amount  of  Ihe  asset 

Value  in  use 

Value  In  use  of  a casti-generaOng  asset  Is  toe  present  value  of  toe  esHmaled  future  cash  fiov/s  expected  to  be  derived  from  toe 
cwilinuing  use  of  an  asset  and  from  its  disposal  at  Ihe  end  trf  Hs  useful  life. 

When  estimoBng  too  value  In  use  of  an  asset,  toe  municipally  esUmales  toe  future  cash  lnno\w  and  outflo%vs  to  be  derived  from 
confinuing  use  of  toe  asset  and  from  its  ultimate  disposal  and  toe  munlc^iy  appfies  toe  aj^priate  discount  rate  to  those  luture  cash 
flows. 

Cash-generating  units 

If  toere  is  any  indicator  that  an  asset  may  be  Impaired,  toe  recoverable  amourHIs  esfimated  for  the  individual  asset  If  it  Is  nol  possible 
to  estimate  the  recoverable  amount  of  toe  individual  asset,  toe  muntcIpaBy  deiermtoesthe  recoverable  amount  of  the  cash-generality 
untt  to  which  toe  asset  belongs  (the  asset's  cash-generaHngunlO, 
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If  an  active  market  exists  fa’theoutputproducarfby  an  asset  or  group  (rf  assets,  that  asset  or  group  of  assets  is  Identified  as  a 
cash-generating  unit,  even  if  some  or  all  of  the  output  teusedtnlematly.  If  the  ca^  tnftowsgeneraledbyanyasselor  cash-generating 
unit  are  affect«l  by  Intern^  transfer  pricing,  the  municipaflty  use  management’s  best  estimate  of  ftiture  price(s)  that  could  be  achieved 
in  arm's  length  transactions  tn  estimating; 

the  future  cash  Inncrivs  used  to  determine  the  asset's  or  cash-generating  uitifs  value  in  use;  and 

the  future  cash  outflows  used  to  determine  the  value  In  use  of  aiv other  assets  or  cash-generating  units  that  are  affected  by  Uie 
Internal  transfer  pricing. 

Cash-generating  units  arekfenliRed  consislenUy  from  period  to  period  fix  the  ^me  asset «•  types  of  assets,  unlsss  a change  Is 
justified. 

Tbe  canyittg  amount  of  a C3sh-gensfatir>g  unft  is  deferrnlned  on  a basis  consistent  tfie  way  the  recoverable  amount  of  the 

cash-generating  unit  Is  determined. 

An  Impairment  loss  is  recognised  for  a cash-generating  unit  If  Ihe  recoverable  amount  of  the  unit  is  less  than  Ihe  carrylos  amount  of  the 
unit  The  Impairment  is  allocated  to  reduce  the  canying  amoutrf  of  Ihe  cash-generating  assets  of  Uie  unit  ot\  a pro  rata  basis,  based  on 
the  carrying  amount  of  each  asset  In  the  unit  These  reductkms  In  earning  amounts  are  trealad  as  Impalmient  losses  on  individual 
assets. 

In  allocating  an  Impairment  loss,  the  entity  doss  not  reduce  the  carrying  amount  of  an  asset  below ttre  highest  of: 
its  fairvaluo  less  costs  io  sell  (11  delermlnabte); 
its  value  in  use  (If  delermlneble);  and 
2efO. 

The  amounl  of  the  Impalrmenl  loss  tiiat  vrouW  otherwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to  the  other 
cash-generaffng  assets  of  the  unit 

Where  a non-cash-generating  asset  contributes  to  a cash-generating  unit,  a proportion  of  the  carrying  amount  of  that 
r>on-cesh-generating  asset  Is  aBocated  to  the  earring  amount  of  the  cash-generating  unit  prior  to  estimation  of  the  recoverable 
amounl  of  the  cash-generating  unit 


Reversal  of  impalrmenl  loss 

An  impairment  loss  recognised  In  prior  periods  for  a cash-generating  asset  Is  reversed  if  there  has  been  a charge  In  the  estimates 
used  to  delermlr>a  the  asset's  recoverable  amount  since  the  last  Impairment  loss  v/as  recognised.  The  carryirrg  amounl  of  the  asset  Is 
increased  to  fe  recoverable  amounl  The  increase  (s  a reversal  of  an  Impairment  loss.  The  increased  carrying  amount  of  an  assel 
attnhulable  to  a reversal  of  an  Impairment  loss  does  not  exceed  the  canying  amounl  that  v/oukf  have  been  determined  (net  of 
depredation  cr  amortisation}  had  no  impairment  loss  been  recognised  for  (he  asset  In  prior  periods. 

A reversal  of  an  Impairment  toss  for  a cash-generating  assails  recognised  Immediately  In  surplus  or  detidt 
Any  reversal  of  an  Impairment  loss  of  a revalued  cash-generating  asset  Is  healed  as  a revaluation  Increase. 

After  8 reversal  of  an  Impairment  loss  Is  recognised,  the  depredation  (amortisation)  charge  for  (he  cash-generating  asset  is  adjusted  tit 
future  periods  to  allocate  ihecash-generaUrtg  asset’s  revised  earning  amounl  less  its  residual  value  (if  any),  on  e syslemeltc  basis 
over  its  remaining  useful  life. 

A reversal  of  an  impairment  loss  for  a cash-generating  unit  Is  altocated  to  the  cash-generating  assets  of  the  unit  pro  rata  with  the 
carrying  amounts  of  those  assets.  These  increases  in  carrying  amounts  are  treated  as  reversals  of  Impairment  losses  for  Individual 
assets.  No  part  of  the  amount  of  such  a reversal  Is  allocated  to  a non-cash-generating  asset  contributing  service  polenlial  to  a 
cash-generating  uniL 

(n  allocating  a reversal  of  en  Impafrmerrt  loss  for  a cash-generating  unit,  the  carrying  amount  of  an  asset  is  not  Increased  above  the 
lo-i'/ar  of: 

Us  recoverable  amount  (if  determiitable);  and 

the  carrying  amount  dial  v/ould  have  been  determined  (net  of  amortisation  or  depredatirm)  had  no  impairment  loss  been 
recognised  for  the  asset  in  prior  periods. 

The  amount  erf  tiro  reversal  <rf  the  Impainrienl  loss  that  would  otherwise  have  been  allocated  to  Ihe  asset  is  allocaled  pro  rala  to  Ihe 
oti^er  assets  of  the  unit. 

Impairment  of  non-cash-gonerating  assets 

Cash-generating  assets  are  those  assets  held  by  the  munlcvality  vrilh  the  primary  oNective  of  generating  a commercial  return.  When 
an  asset  is  deployed  In  a manner  consistent  vdth  that  adopted  by  a proril-orienlaled  entity,  It  generates  a commercial  return. 

Non-cash-generating  assets  are  assets  other  than  cash-generating  assets. 

Impairment  Is  a loss  tn  the  future  economic  benefits  or  ser^rice  potential  of  an  asset,  over  and  above  the  systematic  recognition  of  the 
loss  of  the  asset's  future  economic  benefits  or  service  potential  through  depredation  (anrortisation). 

earring  amount  Is  tiie  amount  at  vriiich  an  asset  is  recognised  in  the  slalmnentof  firtandeti  position  after  deducting  any  accumulated 
depredation  and  accumulated  Impairment  losses  thereon. 

A cash-generating  unit  Is  the  smallest  identifiable  group  of  assets  held  \v5fli  Ihe  primary  ohjedivs  of  generallng  a commerdat  return  that 
generates  cash  Inflo’ws  from  continuing  use  Ural  are  largely  Independent  <rf  the  cash  Initows  from  other  assals  or  groups  of  assets. 
Costs  erf  disposal  are  bcremental  costs  directly  atlribulabte  to  the  tflsposa!  of  an  asset,  exdudtog  finance  costs  and  Income  tax 
e:^nse. 

Depredation  (/^ortlsalion)  Is  the  systematic  allocation  of  the  depredable  amount  of  an  asset  over  Ms  useful  life. 

Fair  value  less  costs  to  seB  is  the  amounl  obtainable  from  the  sale  of  an  asset  In  an  arm’s  length  transaction  beS'/een  knovriedgeable. 
v/llling  parties,  less  the  costs  of  disposal. 


21 


I ' . 

I 

GREATER  TZANEEN  MUNICIPAUTY 

..  ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 
ACCOUNTING  POLICIES 

RecovaraWe  service  amount  Is  Ihe  higher  of  a non-cash-gensraOng  asset’s  fair  value  less  costs  to  sell  and  Its  value  in  use, 

Useful  life  Is  eHher 

the  p=rk>d  of  lime  overv/hlcii  an  asset  Is  expected  to  be  used  by  the  murtdpaKty;  <x 

the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  raunldpalily. 

Identification 

When  the  carrying  amount  rrfa  non-cash-generaUng  asset  exceeds  its  recoverable  service  amount,  it  is  Impaired. 

The  munidpafly  assesses  at  eadt  reportng  dale  whether  there  Is  any  Indication  that  a iKwcash-generating  asset  may  be  impaired.  If 
any  such  Indlcalfort  exists,  the  munWpality  estimates  Ihe  recoverable  ser^rtce  amount  of  the  asset 

Value  In  use 

Value  in  use  of  an  asset  Is  Uie  present  value  of  the  ass^s  temafntng  service  potential. 

The  present  value  of  the  remaining  servir^  potential  of  an  asset  Is  determined  using  thefdtov/ing  approach; 

Depreciated  replacement  cost  approach 

The  present  value  of  the  remaining  service  potential  of  a non-cash-generating  asset  Is  determined  as  the  depreciated  replacement 
cost  of  the  asset  The  replacement  cost  of  an  assellsthe  cost  to  replace  the  asset’s  gross  serNlce  potential.  This  cost  Is  depreciated  to 
reflect  the  asset  in  Ks  used  condition.  An  asset  may  be  replaced  ellher  through  reproduction  (repiicailon)  of  the  e*5sl)ng  asset  or 
through  replacement  of  Its  gross  service  polential.  The  depredated  replacement  cost  Is  measured  as  the  reproduction  or  replacemenl 
cost  of  tiie  asset,  Nshichever  Is  tcAver,  loss  accumuialcd  depreejatiotr  calculated  on  the  basis  of  such  cost,  to  reflect  the  already 
consumed  or  expired  service  polential  of  the  asset 

The  replacement  cost  and  reproduction  cost  of  an  asset  Is  determined  on  an  *opUmlsed'  basis.  The  raBonale  is  that  the  munlclpell^ 
would  not  repJaoe  or  reproduce  ihe  asset  v/ilh  a like  asset  If  the  asset  to  be  rcf^aced  or  reproduced  Is  an  overdesign^  or  overcapacity 
asset  Overdesigned  assets  contain  features  v/hfoh  are  unnecessary  for  the  goods  or  services  the  asset  provides.  Olercepaclty  assets 
are  assets  that  havea  greater  capacity  than  is  necessary  to  meet  Ihe  demand  tor  goods  or  services  the  asset  provides.  The 
determination  of  the  replacement  cost  or  reproduction  cost  of  on  asset  on  an  optimised  basis  thus  retlects  the  sen/ice  potential  required 
of  Ihe  asset 

Restoration  cost  approach 

Restoration  cost  is  ihe  cost  of  restoring  the  service  polential  of  an  asset  to  Ms  pre-impaired  level.  The  present  value  of  the  remaining 
service  potential  of  the  asset  Is  determined  by  subtracting  Ihe  estimated  fesloration  cost  of  Ihe  asset  from  the  current  cost  of  replacing 
the  remaining  service  potential  of  the  asset  before  Impairment  The  latter  cost  Is  determined  as  ihe  depredalad  reproduclbn  or 
re^acement  cost  of  the  asset,  vrhichever  Is  tower. 

Service  units  approach 

The  present  value  of  Ihe  remaining  service  polential  of  the  asset  is  determined  b>'  reducing  the  current  cosl  of  the  remaining  service 
potenUa!  of  the  asset  before  impairment,  to  conform  to  the  reduced  number  of  service  units  expacled  from  the  asset  fn  Ms  impaired 
state.  The  current  cost  of  replacing  the  remaining  servlc©  potential  of  the  asset  before  impalrmer^t  Is  delermined  as  the  depreciated 
reproduction  or  replacement  cosl  of  Ihe  asset  before  Impairment,  v/hlchever  is  losver. 

Recognition  and  measurement 

If  the  recoverable  service  amount  of  a non-cash-generating  asset  Is  less  than  Ms  caning  amouni,  Ihecarrying  amount  of  U^e  asset  Is 
reduced  to  its  recoverable  service  amount-  This  reduction  is  an  Impairment  toss. 

An  Impalmtenl  loss  is  recognised  Immediately  In  suiplus  or  dericft. 

Any  Impairment  loss  rt  a revalued  non-cash-generating  asset  Is  treated  as  a revalualion  decrease. 

When  the  amount  estimaled  for  an  impairment  toss  Is  greater  than  the  carrying  amouni  of  the  ntm-cash-generaiing  asset  to  v/tileh  it 
relales,  the  municipality  recognises  a liability  only  to  Ihe  extent  that  Isa  requirement  In  flieStandards  of  GRAP. 

After  the  recc^nltion  of  an  Impairment  toss,  Uie  depredation  (amoftisaUon)  cha^e  for  the  non-cash-generating  asset  is  adjusled  In 
future  periods  to  allocate  Uienon-cash.-generaUngassefsrevlsedcarryiogamounLlessilsresfdual  value  (il  any),  on  a systematb 
basis  over  Us  remaining  uselul  life. 

Reversal  of  an  Impairment  loss 

The  munlcipafity  assess  at  each  reporting  date  v/hether  there  Is  any  Indication  that  an  Impairment  loss  recognised  in  prior  periods  for  a 
non-cash-generating  asset  may  no  longer  e>ti8t  or  may  have  decreased,  ff  any  such  Indlcalicm  exists,  the  munldpaltty  estimates  the 
recoverable  ssrvice  amount  of  that  asset 


An  Impairment  loss  recognised  In  prior  periods  for  a non-cash-geneiating  asset  is  reversed  If  there  has  been  a change  in  the 
estimates  used  to  dslermine  the  asset's  recoveraWe  service  amcwirt  since  the  last  ImpalrmecA  toss  was  recognised.  The  carrying 
amount  of  Ihe  asset  Is  Increased  to  its  recoverable  service  amounL  The  Increase  Is  a reversal  of  an  impairment  toss.  The  increased 
earning  amouni  of  an  asset  atlnbulable  to  a reversal  of  an  Impdnnent  loss  doss  not  exceed  the  carrying  amount  lhal  y/ouid  have  been 
delermined  (net  of  depredation  or  amortisaBoo)  had  no  Impairment  toss  been  recognised  for  the  asset  in  prior  periods. 

A reversal  of  an  impairment  toss  fora  non-cash-generating  asset  Is  recognised  Immectiately  In  surplus  or  deficit 
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Any  reversal  of  an  Impairment  loss  of  a revalued  r>on'cash'9BneraUng  asselisirealed  as  a revaiuaUon  increase. 

After  a reversal  of  an  Impalnnent  loss  is  recognised,  thedapredaBon  (amorilsaUon)  charge  for  tiienon-cash-generaling  asset  is 
adjusted  in  future  periods  to  allocate  the  non-casti-generalir^g  asset's  re^ed  cait^g  amount  less  its  reskJual  vskie  {if  any),  on  a 
systematic  basis  over  ils  remaining  useful  fife. 

Redesignation 

The  redeslgnation  of  assets  from  a cash-generating  asset  to  a rwn-cash-generabng  asset  or  from  a non-cash-generating  asset  to  a 
cash-generating  asset  <xiiy  occur  when  there  Is  dear  evidence  thalsur^  a redeslgnation  is  apprc^iiate. 
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Standards  and  interpretations  Issued,  but  not  yet  effective 

The  municipality  has  not  applied  the  following  standards  and  interpretations,  which  have  been  published  and  are  mandatory 
for  the  municipality’s  accounting  periods  beginning  on  or  after  01  July  2012  or  later  periods: 

GRAP  18:  Segment  Reporting 

Segments  are  identified  by  the  way  in  which  information  is  reported  to  management,  both  for  purposes  of  assessing 
performance  and  making  dedsions  about  how  future  resources  will  be  allocated  to  the  various  activities  undertaken  by  the 
municipality.  The  major  classifications  of  aclivilies  Identified  in  budget  documentation  v/ill  usually  reflect  the  segments  for 
which  an  entity  reports  information  to  management. 

Segment  information  is  either  presented  based  on  service  or  geographical  segments.  Service  segments  relate  to  a 
distinguishable  component  of  an  entity  that  provides  specific  outputs  or  achieves  particular  operating  objectives  that  are  In 
line  wiOi  the  municipality's  overall  mission.  Geographical  segments  relate  to  specific  outputs  generated,  or  particular 
objectives  achieved,  by  an  entity  vflthin  a parficular  region. 

This  Standard  has  been  approved  by  the  Board  but  its  effective  date  has  not  yet  been  determined  by  the  Minister  of  Finance, 
The  effective  dale  indicated  is  a provisional  dale  and  could  change  depending  on  fhe  decision  of  the  Minister  of  Finance. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2013. 

The  municipality  expects  to  adopt  the  standard  for  the  firs!  lime  In  the  2014  financial  statements. 

11  is  unlikely  that  the  standard  will  have  a material  impact  on  Ihe  municipality's  financial  statements. 

GRAP  23:  Revenue  from  Non-exchange  Transactions 

Revenue  from  non-exchange  transaciions  arises  when  an  entity  receives  value  from  another  entity  svithout  directly  giving 
approximately  equal  value  in  exchange.  An  asset  acquired  through  a non-exchange  transaction  shall  initially  be  measured  at 
its  fair  value  as  at  the  date  of  acquisition. 

This  revenue  will  be  measured  at  the  amount  of  Increase  in  net  assets  recognised  by  the  municipality. 

An  Inflow  of  resources  from  a non-exchange  transaction  recognised  as  an  asset  shall  be  recognised  as  revenue,  except  to 
the  extent  that  a liability  is  recognised  for  the  same  Inflovr,  As  an  entity  satisfies  a present  obligation  recognised  as  a liability'  In 
respect  of  an  inflow  of  resources  from  a nonrexchange  transaction  recognised  as  an  asset,  it  will  reduce  the  carrying  amount 
oi  the  liability  recognised  as  recognise  an  amount  equal  to  that  reduction. 

This  Standard  has  been  approved  by  the  Board  but  its  effective  date  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  date  Indicated  is  a provisional  dale  and  could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2012. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  2013  financial  statements. 

it  is  unlikely  that  the  standard  will  have  a material  Impact  on  the  munidpalily's  financial  statements. 

GRAP  24;  Presentation  of  Budget  Information  in  the  Financial  Statements 

Subject  to  the  requirements  of  paragraph  .19,  an  entity  shall  present  a comparison  of  the  budget'amounts  for  which  it  is  held 
publicly  accountable  and  actual  amounts  either  as  a separate  additional  financial  statement  or  as  additional  budget  columns 
in  the  financial  statements  currently  presented  In  accordance  with  Standards  of  GRAP.  The  comparison  of  budget  and  actual 
amounts  shall  present  separately  for  each  level  of  legislative  oversight: 
file  approved  and  final  budget  amounts; 
the  actual  amounts  on  a comparable  basis;  and 

by  way  of  note  disclosure,  an  explanation  of  material  differences  between  the  budget  for  v/hich  the  munlcipaiity  is 
held  publicly  accountable  and  actual  amounts,  unless  such  explanation  is  included  In  other  public  documents  Issued 

in  conjunction  v/ith  the  financial  statements,  and  a cross  reference  to  those  documents  is  made  In  the  notes, 
vvnere  an  enniy  prepares  iis  ouagei  ana  nnanaai  siaiemenis  on  a comparaoie  oasts,  it  inciuaes  tne  cximpanson  as  an 

additional  column  in  the  primary  finandal  statements.  Where  the  budget  and  financial  statements  are  not  prepared  on  a 
comparable  basis,  a separate  statement  is  prepared  called  the  'Statement  of  Comparison  of  Budget  and  Actual  Amounts'. 
This  statement  compares  the  budget  amounts  ^^1lh  the  amounts  in  the  financial  statements  adjusted  to  be  comparable  to  the 
budget. 

A comparable  basis  means  that  the  budget  and  financial  statements: 

are  prepared  using  the  same  basis  of  aocxjuntlng  i.e.  either  cash  or  accrual; 

Include  the  same  activities  and  entities; . 
use  the  same  classification  system;  and 
are  prepared  for  the  same  period. 

This  Standard  has  been  approved  by  the  Board  but  Its  effective  date  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  date  indicated  is  a provisional  dale  and  could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

The  effective  date  of  the  standard  Is  for  years  beginning  on  or  after  01  April  201 2. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  2013  financial  statements. 
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U is  unlikely  that  the  standard  v/iti  have  a material  impact  on  the  municipality's  financial  statements. 

GRAP 103:  Heritage  Assets 

GRAP  103  defines  heritage  assets  as  assets  which  have  a ailtural,  envlronmentel,  historical,  natural,  sdentiric,  technological 
or  artistic  significance  and  are  held  indefinitely  for  the  benefit  of  present  and  future  generations. 

Certain  heritage  assets  are  described  as  inalienable  items  thus  assets  which  are  retained  indefinitely  and  cannot  be  disposed 
of  without  consent  as  required  by  lav/  or  olheivrise. 

A heritage  asset  should  be  recognised  as  an  asset  oriiy  if: 

it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  asset  will  to  (he  municipality;  and 

the  cost  of  fair  value  of  the  asset  can  be  measured  reliably. 

The  standard  required  judgment  in  applying  the  inillal  recognition  caileria  to  the  specific  circumstances  surrounding  the  entity 
and  (he  assets. 

GRAP  103  states  that  a heritage  asset  should  be  measured  at  its  cost  unless  it  Is  acquired  through  a non-exchange 
transaction  whid^  should  then  be  measured  at  its  fair  value  as  at  the  dale  of  acquisition. 

In  terms  of  the  slandard,  an  entity  has  a choice  between  the  cost  and  revaluation  model  as  accounting  policy  for  subsequent 
recognition  and  should  apply  the  chosen  policy  to  an  entire  class  of  heritage  assets. 

The  cost  model  requires  a class  of  heritage  assets  to  be  carried  at  its.  cost  less  any  accumulated  impairment  losses. 

The  revaluation  model  required  a class  of  heritage  assets  to  be  carried  at  Us  fair  value  at  the  date  of  the  revaluation  less  any 
subsequent  Impairment  losses.  The  standard  also  states  that  a restriction  on  the  disposal  of  a heritage  asset  does  not 
preclude  the  entit>'  from  determining  the  fair  value. 

GRAP  103  prescribes  that  v/hen  determining  the  fair  value  of  a heritage  asset  that  has  more  than  one  purpose,  the  fairvalue 
should  reflect  both  the  asset's  heritage  value  and  the  value  obtained  from  Us  use  in  the  production  or  supply  of  goods  or 
services  or  for  administrative  purposes. 

If  a heritage  asset's  carrying  amount  Is  Increased  as  a result  of  a revaluafion,  the  Increase  should  be  credited  directly  to  a 
revaluation  surplus.  However,  the  Increase  should  be  recc^nised  In  surplus  or  deficit  to  the  extent  lhal  it  reverses  a 
revaluation  decrease  of  the  same  heritage  asset  previously  recognised  in  surplus  or  deficit.  If  a heritage  asset's  carrying 
amount  Is  decreased  as  a result  of  a revaluation,  the  decrease  should  be  recognised  in  surplus  or  deficit.  Hov/ever,  the 
decrease  should  be  debited  directly  to  a revaluation  surplus  to  the  extent  of  any  credil  balance  existing  In  the  revaluation 
surplus  In  respect  of  that  heritage  asset. 

GRAP  103  states  that  a heritage  asset  should  not  be  depreciated  but  an  entity  should  assess  al  each  reporting  date  whether 
there  Is  an  Indication  that  It  may  be  impaired. 

In  terms  of  the  standard,  compensation  from  third  parties  for  heritage  assets  that  have  been  impaired,  lost  or  given  up,  should 
be  included  In  surplus  or  defidt  when  the  compensation  becomes  receivable. 

For  a transfer  from  heritage  assets  carried  al  a revalued  amount  to  property,  plant  and  equipment.  Investment  property, 
inventories  or  Intangible  assets,  the  asset's  deemed  cost  for  subsequent  accounting  should  be  Its  revalued  amount  at  the 
date  of  transfer,  The  entity  should  treat  any  difference  at  that  date  between  the  carrying  amount  of  the  heritage  asset  and  its 
fair  value  in  the  same  way  as  a revaluation  In  accordance  v/ilh  this  Standard.  If  an  item  of  property,  plant  and  equipment  or  an 
Intangible  asset  carried  at  a revalued  amount,  or  Investment  property  carried  al  fair  value  is  reclassified  as  a heritage  asset 
carried  at  a revalued  amount,  the  entity  applies  the  applicable  Slandard  of  GRAP  to  that  asset  up  to  the  date  of  diange.  The 
entity  treats  any  difference  at  that  date  between  the  carrying  amount  of  the  asset  and  Its  fair  value  In  accordance  vdth  Ihe 
applicable  Standard  of  GRAP  relating  to  .that  assel.'  For  a transfer  from  investment  property  carried  al  fair  value,  or  Inventories 
to  heritage  assets  at  a revalued  amount,  any  difference  between  fiie  fair  value  of  the  asset  at  that  date  and  its  previous 
carrying  amount  should  be  recognised  in  surplus  or  deficit. 

The  carrying  amount  of  a heritage  asset  should  be  derecognised: 
on  disposal,  or 

when  no  future  economic  benefits  or  service  potential  are  expected  from  Its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a heritage  assel  should  be  determined  as  the  difference  behveen  the  net 
disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  heritage  asset.  Such  difference  is  recognised  in  surplus  or  deficit 
Vi'hen  the  heritage  asset  is  derecognised. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2012. 

The  municipality  expects  (o  adopt  the  standard  for  the  first  time  in  the  2013  financial  statements, 

It  Is  unlikely  that  the  standard  vrill  have  a material  impact  on  ttie  municipaliys  financial  statements, 

GRAP  21:  Impairment  of  non-cash-generating  assets 
Non-cash-generaltng  assets  are  assets  other  than  cash-generating  assets. 

When  the  carrying  amount  of  a non-cash-generating  asset  exceeds  its  recoverable  service  amount,  it  is  Impaired. 

An  municipality  assesses  at  each  reporting  dale  whether  there  Is  any  Indication  (hat  a non-cash-generating  asset  may  be 

impaired.  If  any  such  Indication  exists,  an  entity  estimates  the  recoverable  service  amount  of  the  assel 

The  present  value  of  the  remaining  ser^^ce  potential  of  a non-cash-generating  asset  is  determined  using  one  of  the  following 

approaches: 

Depredated  replacement  cost  approach 
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Resloration  cost  approach 

Service  units  approach  _ _ . _ ' . . 

asset  is  reduced  to  its  recoverable  service  amount  This  reducOon  Is  an  impairment  loss.  An  impairment  loss  Is  recognised 
Immediately  in  surplus  or  deficit.  Any  impairment  loss  of  a revalued  non- cash-generating  asset  Is  treated  as  a revaluation 
decrease. 

An  municipality  assess  at  each  reporting  date  whether  there  Is  any  indication  that  an  impairment  loss  recognised  in  prior 
periods  for  a non-cash-generating  asset  may  no  longer  exist  or  may  have  decreased,  If  any  such  Indication  exists,  an  entity 
estimates  the  recoverable  service  amount  of  that  asset 

A reversa!  of  an  impairment  loss  fora  non-cash-generating  asset  is  recognised  immediately  In  surplus  or  deficit.  Any  reversal 
of  an  impairment  loss  of  a revalued  non-cash-generaflng  asset  is  treated  as  a revaluation  increase. 

This  Standard  has  been  approved  by  the  Board  but  its  eftective  date  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  dale  indicated  is  a provisional  date  and  could  change  depending  on  the  decision  of  the  Minister  of  Finance, 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2012. 

The  municipality  expects  to  adopt  the  standard  for  the  first  lime  In  the  2013  financial  statements. 

It  is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality's  financial  slalements. 

GRAP  26:  Impairment  of  cash-generating  assets 

Cash  -generating  assets  are  Uiose  assets  held  by  an  municipality'  with  the  primary  objective  of  generating  a commercial 
return.  When  an  asset  is  deployed  in  a manner  consistent  with  that  adopted  by  a profit-orientated  entity,  II  generates  a 
commercial  return. 

When  (he  carrying  amount  of  a cash-generating  asset  exceeds  its  recoverable  amount,  it  is  impaired, 

An  entity  assesses  at  each  reporting  dale  v/hether  there  Is  any  Indication  that  a cash-generating  asset  may  be  impaired.  If 
any  such  Indication  exists,  an  municlpaiity'  estimates  the  recoverable  amount  of  the  asset.  When  estimating  the  value  in  use  of 
an  asset,  an  municipality  estimates  the  future  cash  Inflows  and  outflows  to  be  derived  from  continuing  use  of  the  asset  and 
from  its  ultimate  disposal  and  an  municipality  applies  the  appropriate  discount  rate  to  those  future  cash  flows. 

If  the  recoverable  amount  of  a cash-generating  asset  is  less  than  Us  carrying  amounl,  the  carrying  amount  of  the  asset  Is 
reduced  to  its  recoverable  amount.  This  reduction  Is  an  impairment  loss.  An  impairment  loss  Is  recognised  immediately  In 
surplus  or  deficit  Any  impairment  loss  of  a revalued  cash-generating  asset  is  treated  as  a revaluation  decrease. 

If  there  Is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  Is  eslimaled  for  the  individual  asset,  if  it  Is  not 
possible  to  estimate  the  recoverable  amount  of  the  Individual  asset,  an  municipality  determines  the  recoverable  amount  of  the 
cash-generating  unit  to  which  the  asset  beior^gs  (the  asset's  cash-generating  unit). 

If  an  active  market  exists  for  (he  output  produced  by  an  asset  or  group  of  assets,  that  asset  or  group  of  assets  Is  identified  as 
a cash*  generating  unit,  even  if  some  or  all  of  the  output  is  used  internally.  If  the  cash  inflows  generated  by  any  asset  or 
cash-generatlng  unit  are  affected  by  interna!  transfer  pricing,  an  entity  use  management's  best  estimate  of  future  price(s)  that 
could  be  achieved  in  arm’s  length  transactions  in  estimating: 

the  future  cash  Inflows  used  to  determine  the  asset's  or  cash-generating  unit’s  value  in  use;  and 

the  future  cash  outflows'used  to  determine  the  value  In  use  of  any  other  assets  or  cash-generating  units  that  are 

affected  by  the  internal  transfer  pricing. 

Cash-generating  units  are  identified  consistently  from  period  to  period  for  the  same  asset  or  types  of  assets,  unless  a change 
Is  justified. 

An  impairment  loss  is  recognised  for  a cash-generating  unit  If  the  recoverable  amount  of  the  unifls  less  than  the  carrying 
amount  of  the  uniL  The  impairment  is  allocated  to  reduce  the  carrying  amounl  of  the  cash -generating  assets  of  the  unit  on  a 
pro  rata  basis,  based  on  the  carrying  amount  of  eadi  asset  In  the  unit.  These  reductions  in  carrying  amounts  are  treated  as 

impairment  losses  on  individual  assets.  . ^ 

Where  a non-cash-generating  asset  contributes  to  a cash- generating  unit,  a proportion  of  the  carrying  amount  or  that 
non-cash-generating  asset  Is  allocated  to  the  carrying  amount  of  the  cash-generating  unit  prior  to  estimation  of  the 

recoverable  amount  of  the  cash-generating  unit.  _ . . 

An  municipality  assess  at  each  reporting  date  whether  there  Is  any  Indication  that  an  impairment  loss  recognised  in  prior 
periods  for  a cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  an  munldpaiity 
estimates  the  recoverable  amount  of  that  asset. 

A reversal  of  an  impairment  loss  for  a cash-generating  asset  is  recognised  Immediately  in  surplus  or  deficlL  Any  reversal  of 
an  impairment  loss  of  a revalued  cash-generating  asset  Is  treated  as  a revaluation  increase. 

This  Standard  has  been  approved  by  the  Board  but  Its  effective  dale  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  date  indicated  is  a provisional  dale  and  cxjuld  change  depending  on  the  decision  of  the  Minister  of  Finance. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2012. 

The  municipality  expects  to  adopt  the  standard  for  the  first  lime  In  the  2013  financial  statements. 

It  is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality's  financial  statements. 

GRAP  25:  Employee  benefits 

The  objective  of  GFtAP25  is  to  prescribe  the  accounting  and  disdosure  for  employee  benefits.  The  Standard  requires  an 
municipality  to  recognise: 

a liability  when  an  employee  has  provided  service  In  exchange  for  employee  benefits  to  be  paid  In  the  future;  and 


26 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 
NEW  STANDARDS  AND  INTERPRETATIONS 

an  expense  v/hen  an  municipality  consumes  the  economic  benefits  or  service  potential  arising  from  service  provided 
by  an  employee  In  exchange  for  employee  benefits. 

GRAP25  must  be  applied  by  an  employer  in  accounting  for  ail  employee  benefits,  except  share  based  payment  transactions. 


GRAP25  defines,  amongst  others,  the  fol!ov.ing: 

Employee  benefits  as  all  forms  of  consideration  given  by  an  municipality  In  exchange  for  service  rendered  by 
employees; 

Defined  contribution  plans  as  post-  employment  benefit  plans  under  an  municipality  pays  fixed  contributions 
Into  a separate  entity  (a  fund)  and  will  have  no  legal  or  constructive  obligation  to  pay  further  contributions  If  the  fund 
does  not  hold  sufficient  assets  to  pay  all  employee  benefits  relating  to  employee  service  in  the  current  and  prior 

Defined  benefit  plans  as  post-employment  benefit  plans  other  Uian  defined  conlribution  plans; 

Multi-employer  plans  as  defined  contribution  plans  (other  than  stale  plans  and  composite  social  security 

programmes}  or  defined  benefit  plans  (other  than  state  plans)  that 

-pool  the  assets  contributed  by  various  entitles  that  are  not  under  common  control;  and 

-use  those  assets  to  provide  benefits  to  employees  of  more  than  one  entity,  on  the  basis  that  contribution  and  benefit 
levels  are  determined  without  regard  to  the  identity  of  the  munidpality  that  employs  the  employees  concerned; 

Other  iong-term  employee  benefits  as  employee  benefits  (other  than  post-employment  benefits  and  termination 
benefits)  that  is  not  due  to  be  settled  v/Ithln  twelve  months  after  the  end  of  the  period  In  which  the  employees  render 
the  related  service; 

Post-employment  benefits  as  employee  benefits  (other  than  termination  benefits)  which  are  payable  after  the 
completion  of  employment; 

Post-employment  benefit  plans  as  formal  or  Informal  arrangements  under  v/hidi  an  municipality  provides 
post-employment  benefits  for  one  or  more  employees; 

Short-term  employee  benefits  as  employee  benefits  (other  than  termination  benefits)  that  are  due  to  be  settled  v/lthin 
twelve  months  after  the  end  of  the  period  In  which  the  employees  render  the  related  service; 

State  pians’as  plans  other  than  composite  social  security  programmes  established  by  legislation  v/hich  operate  as  if 
they  are  multi-employer  plans  for  ail  entities  in  economic  categories  laid  dovm  in  leglslalion; 

Termination  benefits  as  employee  benefits  payable  as  a result  of  either: 

•an  entity's  decision  to  terminate  an  employee’s  employment  before  the  normal  retirement  date;  or 
-an  empioyee's  decision  to  accept  voluntary  redundancy  tn  exchange  for  those  benefits; 

Vested  employee  benefits  as  employee  benefits  that  are  not  conditional  on  future  employment. 

The  standard  stales  the  recognition,  measurement  and  disclosure  requirements  of: 

Short-term  employee  benefits; 

-All  short-term  employee  benefits; 

-Short-term  compensated  absences; 

-Bonus,  incentive  and  performance  related  payments; 

Post-employment  benefits:  Defined  contribution  plans; 

Other  long-term  employee  benefits; 

Termination  benefits. 

The  standard  states  Post-employment  benefits:  Dislindion  between  defined  contribution  plans  and  defined  benefit  plans: 
Multi-employer  plans; 

Defined  benefit  plans  where  tiie  partidpating  entities  are  under  common  control; 

Slate  plans; 

Composite  social  security  programmes; 

Insured  benefits. 

The  standard  states,  for  Post- employment  benefits:  Defined  benefit  plans,  the  follovring  requirements: 

Recognition  and  measurement; 

Presentation; 

Disclosure: 

- Accounting  for  the  constructive  obligation; 

Statement  of  financiat  position; 

Asset  recognition  celling; 

Asset  recognition  ceiling:  When  a minimum  funding  requirement  may  give  rise  to  a liabiiity; 

Statement  of  financial  performance. 

The  standard  prescribes  recognition  and  measurement  for: 

Present  value  of  defined  benefit  obligations  and  ojrrenf  service  cost 
•Actuarial  valuation  method; 

-Attributing  benefits  to  periods  of  serwce; 

-Actuarial  assumptions; 

-Actuarial  assumptions:  Discount  rate; 
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•Actuarial  assumptions:  Salaries,  benefits  and  medical  costs; 

•Actuarial  gains  and  losses; 

■Past  service  cost. 

Plan  assets: 

-Fair  value  of  plan  assets; 

-Reimbursements: 

•Return  on  plan  assets. 

The  standard  also  deals  with  Entity  combinations  and  Curtailments  and  setUemenls. 

This  Standard  has  been  approved  by  the  Board  but  its  effective  dale  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  dale  indicated  is  a provisional  date  and  could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2013. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  In  the  2014  financial  statements. 

The  impact  of  this  standard  is  currently  being  assessed. 

GRAP  104:  Financial  Instruments 

The  standard  prescribes  recognllion,  measurement,  presentation  and  disclosure  requirements  for  financial  instruments. 
Financial  instruments  are  defined  as  those  contracts  that  results  in  a financial  asset  in  one  municipality  and  a financial  liability 
or  residual  interest  in  another  municipality.  A key  distinguishing  factor  betv/een  financial  assets  and  financial  liabilities  and 
other  assets  and  liabilities,  is  that  they  are  settled  In  cash  or  by  exchanging  financial  Instruments  rather  than  through  the 
provision  of  goods  or  services. 

One  of  the  key  considerations  in  inftlally  recognising  financial  Instruments  Is  the  distinction,  by  the  issuers  of  those 
instruments,  between  financial  assets,  financial  liabilities  and  residual  interests.  Financial  assets  and  financial  liabilities  are 
distinguished  from  residual  interests  because  they  Involve  a contractual  right  or  obligalion  to  receive  or  pay  cash  or  another 
financial  Instrument.  Residual  interests  entitle  an  municipality  to  a portion  of  another  municipality's  net  assets  in  the  event  of 
liquidation  and,  to  dividends  or  similar  distributions  paid  at  management's  discretion. 

In  determining  whether  a financial  instrument  is  a financial  asset,  financial  liability  or  a residual  Interest,  an  municipality 
considers  the  substance  of  the  contract  and  not  just  the  legal  form. 

Where  a single  instrument  contains  both  a liability  and  a residual  interest  component,  the  issuer  allocates  the  Instrument  Into 
Its  component  parts.  The  issuer  recognises  the  liability  component  at  its  fair  value  and  recognises  the  residual  interest  as  the 
difference  between  the  carrying  amount  of  the  instrument  and  the  fair  value  of  the  liability  component.  No  gain  or  loss  is 
recognised  by  separating  the  instrument  into  Its  component  parts. 

Financial  assets  and  financial  liabilities  are  Initially  recognised  at  fair  value.  Where  an  municipality  subsequently  measures 
finandal  assets  and  financial  liabilities  at  amortised  cost  or  cost,  transactions  costs  are  Included  in  the  cost  of  the  asset  or 
liability. 

The  transaction  price  usually  equals  the  fair  value  at  Initial  recognition,  except  in  certain  circumstances,  for  example,  where 
interest  free  credit  Is  granted  or  where  credit  is  granted  at  a below  market  rale  of  interest. 

Concessionary  loans  are  loans  either  received  by  or  granted  to  another  municipality  on  concessionary  terms,  e.g.  at  low 
interest  rates  and  flexible  repayment  terms.  On  Initial  recognition,  the  fair  value  of  a concessionary  loan  Is  the  present  value  of 
the  agreed  contractual  cash  flov/s,  discounted  using  a market  related  rate  of  interest  for  a similar  transaction.  The  difference 
between  the  proceeds  either  received  or  paid  and  the  present  value  of  the  contractual  cash  flows  is  accounted  for  as 
non-exchange  revenue  by  the  recipient  of  a concessionary. loan  in  accordance  with  Standard  of  GRAP  on  Revenue  from 
Non-exctiange  Revenue  Transactions  (Taxes  and  Transfers),  and  using  the  Framework  for  the  Preparation  and  Presentation 
of  Financial  Statements  {usually  as  an  expense)  by  ihe  grantor  of  the  loan. 

Financial  assets  and  financial  iiabililies  are  subsequently  measured  either  at  fair  value  or,  amortised  cost  or  cost.  An 
municipality  measures  a financial  instrument  at  fair  value  if  It  Is: 
a derivative; 

a combined  instrument  designated  at  fair  value,  i.e.  an  Instrument  that  includes  a derivative  and  a non-derivative  host 

contract; 

held-for-lrading; 

a non-derivative  instrument  vrilh  fixed  or  determinable  payments  that  Is  designated  at  initial  recognition  to  be 
measured  at  fair  value; 

an  Investment  In  a residual  interest  for  which  fair  value  can  be  measured  reliably;  and 

other  instruments  that  do  not  meet  the  definition  of  finandal  instruments  at  amortised  cost  or  cost. 

Derivatives  are  measured  at  fairvatue.  Combined  Instalments  that  include  a derivative  and  non -derivative  host  contract  are 
accounted  for  as  follows: 

Where  an  embedded  derivative  is  included  In  a host  contract  v/hich  Is  a financial  Instrument  within  Uie  scope  of  this 
Standard,  an  entity  can  designate  the  entire  contract  to  be  measured  at  fair  value  or,  It  can  account  for  the  host 
contract  and  embedded  derIvaUve  separately  using  GRAP  104.  An  municipality  is  however  required  to  measure  the 
entire  instrument  at  fair  value  if  the  fair  value  of  the  derivative  cannot  be  measured  reliably. 

Where  Ihe  host  contract  is  not  a financial  lnsb\iment\Mthin  the  scope  of  this  Standard,  the  host  contract  and 
embedded  derivative  are  accounted  for  separately  using  GRAP  104  and  the  relevant  Standard  of  GRAP. 
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Financial  assets  and  financial  liabilities  that  are  non-derivafive  instalments  with  fixed  or  determinable  payments,  for  example 
deposits  with  banks,  receivables  and  payables,  are  measured  at  amortised  cost.  H initial  recognition,  an  munidpaiity  can 
however  designate  such  an  instrument  to  be  measured  at  fair  value. 

An  municipality  can  only  measure  investments  In  residual  Interests  at  cost  where  the  fair  value  of  the  interest  cannot  be 
determined  reliably. 

Once  an  municipality  has  classified  a financial  asset  or  a financial  liability  either  at  fair  value  or  amortised  cost  or  cost,  It  is 
only  al!ov/ed  to  reclassify  such  instruments  in  limited  Instances. 

An  entity  derecognises  a financial  asset,  or  the  specifically  identified  cash  flows  of  an  asset,  when: 

the  cash  flows  from  the  asset  expire,  are  settled  orv/aived; 
significant  risks  and  rewards  are  transferred  to  another  party;  or 

despite  having  retained  significant  risks  and  rewards,  an  municipality  has  transferred  control  of  the  asset  to  another 
municipality. 

An  municipality  derecognises  a finandal  liability  v/hen  the  obligation  Is  extinguished.  Exchanges  of  debt  instruments  between 
a borrower  and  a lender  are  treated  as  the  extinguishment  of  an  ewsting  liability  and  the  recognition  of  a new  financial  liability. 
Where  an  munidpaiity  modifies  the  term  of  an  easting  financial  liability,  It  is  also  treated  as  the  extinguishment  of  an  existing 
liability  and  the  recognition  of  a new  liability. 

An  municipality  cannot  offset  finandal  assets  and  financial  liabilities  In  the  statement  of  financial  position  unless  a legal  right 
of  set-off  exists,  and  the  parties  intend  to  settle  on  a net  basis. 

GRAP  104  requires  extensive  disdosures  on  the  significance  of  financial  instruments  for  an  municipality’s  statement  of 
finandal  position  and  statement  of  financial  performance,  as  well  as  the  nature  and  extent  of  the  risks  that  an  municipality  is 
exposed  to  as  a resull  of  its  financial  statements.  Some  disclosures,  for  example  the  disclosure  of  fair  values  for  Instruments 
measured  at  amortised  cost  or  cost  and  the  preparation  of  a sensitivity  analysis,  are  encouraged  rather  than  required. 

GRAP  104  does  not  presoibe  principles  for  hedge  accounting.  An  municipality  is  permitted  to  apply  hedge  accounting,  as 
long  as  the  principles  in  IAS  39  are  applied. 

This  Standard  has  been  approved  by  the  Board  but  Us  efiective  date  has  not  yet  been  determined  by  the  Minister  of  Finance. 
The  effective  dale  indicated  is  a provisional  date  and  could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

The  affective  date  of  the  standard  Is  for  years  beginning  on  or  after  01  April  2012. 

The  municipality  expects  to  adopt  the  standard  for  the  first  lime  in  the  2013  financial  statements, 

The  impact  of  this  amendment  is  currently  being  assessed. 

IGRAP  7;  The  Limit  on  a Defined  Benefit  Asset,  Minimum  Funding  Requirement  and  their  Interaction 

This  Interpretation  of  the  Standards  of  GRAP  applies  to  all  post- employment  defined  benefits  and  other  long-term  employee 

defined  benefits. 

For  the  purpose  of  this  Interpretation  of  the  Standards  of  GRAP.  minimum  funding  requirements  are  any  requirements  to  fund 
a post-employment  or  other  long  -term  defined  benefit  plan. 

The  issues  addressed  In  this  Interpretation  of  the  Standards  of  GRAP  are: 

When  refunds  or  reductions  In  future  contributions  should  be  regarded  as  available  in  accordance  with  paragraph  .66 
of  the  Standard  of  GRAP  on  Employee  Benefits. 

How  a minimum  funding  requirement  might  affect  the  availability  of  reductions  in  future  contributions 
The  Interpretation  of  the  Standards  of  GRAP  addresses  accounting  by  the  entity  that  grants  award  credits  to  its  customers. 
The  effective  date  of  the  interpretation  is  for  years  beginning  on  or  after  01  /^ril  201 3. 

The  munlcipaiity  expects  to  adopt  the  interpretation  for  the  first  lime  In  the  2014  financial  statements. 

The  municipality  is  unable  to  reliably  estimate  the  impact  of  the  amendment  on  the  financial  statements. 

GRAP  105:  Transfers  of  functions  between  entitles  under  common  control 

The  objective  of  this  Standard  is  to  establish  accounting  principles  for  the  acquirer  and  transferor  in  a transfer  of  functions 
between  entities  under  common  control,  It  requires  an  aojuirer  and  a transferor  that  prepares  and  presents  financla! 
statements  under  the  accrual  basis  of  accounting  to  apply  this  Standard  to  a transaction  or  event  that  meets  the  definition  of  a 
transfer  of  functions.  It  indudes  a diagram  and  requires  that  entities  consider  the  diagram  in  determining  v/hether  this 
Standard  should  be  applied  in  accounting  for  a transaction  <?r  event  that  Involves  a fiansfer  of  functions  or  merger. 

It  furthermore  covers  Definitions,  Identifying  the  acquirer  and  transferor,  Determining  the  transfer  dale,  Assets  acquired  or 
transferred  and  liabilities  assumed  or  relinquished,  /voounting  by  the  acquirer  and  transferor,  Disclosure,  Transitional 
provisions  as  v/eli  as  the  Effective  date  of  the  standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  /^til  2014. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  2015  financial  statements. 

It  is  unlikely  that  the  amendment  wnll  have  a material  impact  on  the  municifrality's  finarx^ial  statements. 

GRAP  106:  Transfers  of  functions  between  entities  not  under  common  cdntrol 
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The  objective  of  this  Standard  Is  to  establish  accounting  principles  for  the  acquirer  in  a transfer  of  functions  between  entities 
not  under  common  control.  It  requires  an  entity  that  prepares  and  presents  financial  statements  under  the  accrual  basis  of 
accounting  to  apply  this  Standard  to  a transaction  or  other  event  that  meets  the  definition  of  a transfer  of  functions.  It  Includes 
a diagram  and  requires  that  entities  consider  the  diagram  in  determining  whether  this  Standard  should  be  applied  in 
accounting  for  a transaction  or  event  that  Involves  a transfer  of  functions  or  merger. 

It  fur^ermore  covers  Definitions,  Identifying  a transfer  of  functions  between  entities  not  under  common  control,  The 
acquisition  method,  Recognising  and  measuring  the  difference  betv/een  the  assets  acquired  and  liabilities  assumed  and  the 
consideration  transferred,  Measurement  period,  Determining  what  is  part  of  a transfer  of  functions,  Subsequent  measurement 
and  accounting,  Disclosure,  Transitional  provisions  as  well  as  the  Effective  date  of  the  standard. 

The  effeclive  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2014. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  2016  financial  statements. 

It  is  unlikely  that  the  amendment  will  have  a materia!  impact  on  the  municipality’s  financial  statements. 

GRAP  107:  Mergers 

The  objective  of  this  Standard  Is  to  establish  accounting  principles  for  the  acquirer  in  a transfer  of  functions  between  entities 
not  under  common  control,  it  requires  an  entity  that  prepares  and  presents  financial  statements  under  the  accrual  basis  of 
accounting  to  apply  this  Standard  to  a transaction  or  other  ever\l  that  meets  the  definilion  of  a transfer  of  functions.  H includes 
a diagram  and  requires  that  entities  consider  the  diagram  In  determining  v/hether  this  Standard  should  be  applied  in 
accounting  for  a transaction  or  event  that  Involves  a transfer  of  functions  or  merger. 

It  furthermore  covers  Definillons,  Identifying  a transfer  of  functions  belv^een  entities  not  under  common  control,  The 
acquisition  method.  Recognising  and  measuring  the  difference  between  the  assets  acquired  and  liabilities  assumed  and  the 
consideration  transferred.  Measurement  period.  Determining  what  is  part  of  a transfer  of  functions.  Subsequent  measurement 
and  accounting,  Disclosure,  Transitional  provisions  as  well  as  the  Effective  date  of  the  standard. 

The  effective  date  of  the  standard  is  foryears  beginning  on  or  after  01  April  2014. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  In  (he  2015  financial  statements. 

It  Is  unlikely  that  the  amendment  v/ill  have  a material  impact  on  the  municipality's  financial  statements. 

GRAP  20:  Related  parties 

The  objective  of  this  standard  Is  to  ensure  (hat  a reporting  entity's  financial  statements  contain  the  disclosures  necessary  to 
draw  attention  to  the  possibility  that  its  financial  position  and  surplus  or  deficit  may  have  been  affected  by  the  existence  of 
related  parties  and  by  transactions  and  outstanding  balances  v4th  sui^  parties. 

An  entity  that  prepares  and  presents  financiai  statements  under  the  accrual  basis  of  accounting  (in  this  standard  referred  to 
as  the  reporting  entity)  shaii  apply  this  standard  in: 

identifying  related  party  relationships  and  transactions; 

Identifying  oulstanding  balances.  Including  commitments,  between  an  entity  and  ils  related  parties; 

Identifying  the  circumstances  in  v/hlch  disclosure  of  the  items  in  (a)  and  (b)  Is  required;  and 
determining  the  disclosures  to  be  made  about  those  Hems. 

This  standard  requires  disclosure  of  related  party  relationships,  transactions  and  outstanding  balances,  including 
commitments,  in  the  consolidated  and  separate  financial  statements  of  the  reporting  entity  In  accordance  v/ith  the  Standard  of 
GRAP  on  Consolidated  and  Separate  Financial  Statements.  This  standard  also  applies  to  individual  financial  statements. 
Disclosure  of  related  party  Iransaciions,  oulstanding  balances,  Including  commitments,  and  relationships  with  related  parties 
may  affect  users’  assessments  of  the  financiai  position  and  performance  of  the  reporting  entity  and  ils  ability  to  deliver  agreed 
services,  Including  assessments  of  the  risks  and  opportunities  facing  the  entity.  This  disclosure  also  ensures  that  the  reporting 
entity  is  transparent  about  its  dealings  with  related  parties. 

The  standard  states  that  a related  party  Is  a person  or  an  entity  v/ilh  the  ability  to  control  or  jointly  control  the  other  party,  or 
exercise  significant  Influence  over  the  other  party,  or  vice  versa,  or  an  entity  that  Is  subject  to  common  control,  or  joint  control. 
As  a minimum,  the  foilov/ing  are  regarded  as  related  parties  of  the  reporting  entity: 

A person  or  a close  member  of  that  person’s  family  Is  related  to  the  reporting  entity  If  that  person: 

•has  control  or  joint  control  over  the  repotting  entity; 

-has  significant  influence  over  the  reporting  entity; 

-is  a member  of  (he  management  of  the  entity  or  its  controlling  entity. 

An  entity  Is  related  to  the  reporting  entity  if  any  of  the  followng  conditions  apply: 

■the  entity  is  a member  of  the  same  economic  entity  {whl(*  means  that  each  controlling  entity,  controlled  entity  and 
fellow  controlled  entity  is  related  to  the  others); 

-one  entity  is  an  associate  or  joint  venture  of  the  otinerentity  (or  an  associate  or  joint  venture  of  a member  of  an 
economic  entity  of  which  tiie  other  entity  Is  a member); 

-both  entities  are  joint  ventures  of  the  same  third  party; 

-one  entity  Is  a joint  venture  of  a third  entity  and  ttie  other  entity  is  an  associate  of  the  third  entity; 

-the  entity  is  a post-employment  benefit  plan  for  the  benefit  of  employees  of  either  the  entity  or  an  entity  related  to 
the  entity.  If  the  reporting  entity  is  itself  such  a plan,  the  sponsoring  employers  are  reialeB  to  Uie  entity; 

-the  entity  is  controlled  or  jointly  controlled  by  a person  identified  in  (a);  and 
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-a  person  identified  in  (a)(l)  has  signincant  Influence  over  that  enUty  or  Is  a member  of  the  management  of  that  entity 
(or  its  controlling  entity). 

The  standard  furthermore  states  (hat  related  party  transaction  is  a transfer  of  resources,  services  or  obligations  between  the 
reporting  entity  and  a related  party,  regardless  of  whether  a price  Is  charged. 

The  standard  elaborates  on  the  definitions  and  Identification  of: ' 

Close  member  of  the  family  of  a person; 

Management; 

Related  parties; 

Remuneration;  and 
Significant  influence 

The  standard  sets  out  the  requirements,  inter  alia,  for  the  disclosure  oft 
Control; 

Related  party  transactions;  and 
Remuneration  of  management 

The  effective  date  of  (he  standard  is  for  years  beginning  on  or  after  01  April  2013. 

The  municipality  expects  to  adopt  the  standard  for  the  first  lime  In  the  2014  financial  statements. 

it  is  unlikely  that  the  standard  v/ill  have  a material  impact  on  the  municipality's  financial  statements. 

The  aggregate  impact  of  the  initial  application  of  the  statements  and  interpretations  on  the  municipality's  financial  statements 
is  expected  to  be  as  follov/s; 


Notes  to  be  added 
Changes  In  accounting  policy 

The  financial  statements  have  been  prepared  in  accordance  v/ith  Standards  of  Generally  Recognised  Accounting  Practice  on 
a basis  consistent  with  the  prior  year  except  for  the  v/iUidrawal  of  the  foHovring  nev/  or  revised  standards  as  per  Directive  6 as 
issued  by  the  Accounting  Standard  Board  and  for  the  adoption  of  the  follov/ing  new  or  revised  standards. 


IAS  32  Financial  Instruments:  Presentation  v/ithdrawn. 

IAS  39  Financial  instruments;  Recognition  and  Measurement  witlidrawn. 

IFRS  7 Financial  Instruments:  Disclosures  withdrawn. 

IAS  19  Employee  Benefits  vrilhdrawn. 

Formulated  a policy  within  Accounting  Policies  of  the  AFS  for  Financial  Instruments  based  on  GRAP  104. 
Formulated  a policy  within  Accounting  Policies  of  the  AFS  for  Impairments  based  on  GRAP  21  and  GRAP  26. 
Formulated  a policy  within  Accounting  Policies  of  the  AFS  for  Employee  Benefits  based  on  GRAP  25. 
Formulated  a policy  swthin  Accounting  Policies  of  the  AFS  for  Non  exchange  Transaclions  based  on  GRAP  23, 
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1 BORROWINSS 

Held  at  amortised  cost 

Annuity  Loan  Standard  bank 

Annuls  Loan  Standard  bank 

Annuity  Loan  OSSA 

/uinulty  loans  A6SA 

Annuity  Loan  INCA 

SlrWr^  FundABSA 

DBSA  Local  Roistered  Slock  Loan 

Sub-tolal 

Less ; Current  porUon  transferred  to  current  BaWlllies 

Annuity  Loan  Standard  bank 

Annuity  Loan  Standard  bank 

Annuity  Loans  ABSA 

Annuity  Loan  INCA 

Annuity  Loan  DBSA 

Total  External  Loans 


2012  2011 


•\r;V?2!i;o.1>1:252  C 

^j3i2lT:876-  0 

35  010  350 

"Vi':  ^3^527^144  34  730  000 

^3  829  408 
11600  000 
-JS  ODO  000 
1.63.  116  219  768 

• '^.-5 

4 447  202 


$:tc:-2iH9.-e6e 

0 

:^l--;?2'32i‘9i8 

0 

2 187  262 

•>-.T.i:?>:if.i:947=206 

1 719  035 

540  844 

t v*nv 

. -:142330'662-  111  772  566 


Refer  to  Apf^ndb:  A for  more  detail  on  k»ng-lerrrr  nabllilies 
Annuity  Loan  Standard  bank 

This  loan  has  been  spill  into  tv/o  allocations  of  R21,01 1 mlBion  and  R13.281 
milBon  and  was  taken  up  on  30  Jur\e  2012,  These  loans  bear  Interest  at  rales  of 
11,8%  end  10,88y6  lespeclivety  arviv/ltl  be  fulty  redeemed on  30  June  2019  and 
30  June  2017  respectively. 

Annuity  Loan  DBSA 

a loan  of  R 41  million  of  v/tilch  R 35  O10  350  has  been  allocated  during  Ihe  2010 
2011  financial  year  was  taken  up  to  finance  capllal  projects.This  loan  bears 
Interest  al  a rate  of  6,76%  per  annum  and  v4il  be  fulty  redeemed  on  3t  Oclober 
2030 

Annuity  Loans  ABSA 

This  loan  has  been  sf^  into  ty/o  allocations  of  R25,140  mClion  and  R6.640  mimon 
and  v/as  taken  up  on  16  August  2010.  These  loans  bear  Interest  at  rates  of 
10,62%  attd  8,76%  respectively  and  will  be  fully  redeemed  on  31  July  2026  and 
3liuty2016respscttvety. 

Annuity  Loans  INCA 

Sear  Interest  al  a rale  ol  12,5%*/.  per  annum  and  vrill  be  fulty  redeemed  on  31 
December  2018. 

This  loan  has  been  taken  up  to  finance  the  purchase  of  land. 

Sinking  Fond : ABSA 

ym  Investment  of  Re  982  292  has  been  made  Wth  BOE  1o  repay  a loan  ol  R20  000 
OOO  on  maturity  dale.  The  loan  bears  Interest  on  a variable  rale  and  Ihe  value  of 
the  investment  arrwunls  to  R19  890  829.Th8  BOE  krveslmenl  has  been  ceded  to 
ABSA 

Excelsior  1000  Investment 

An  investment  of  R855  619  has  been  made  vrilh  Uberty  to  repay  a loan  of  R15 
million  on  maturity  date.The  loan  bears  interest  on  variable  rale  and  the  value  of 
the  investment  amounts  to  R3  786  347. 

Notre  of  the  loans  are  secured  by  any  fixed  or  movaWe  asset  of  the  Greater 
Tzaneen  Municipality. 

The  Municipality  dkf  not  default  on  any  of  the  bonmvings  hi  respect  of  Capital  o.' 
Interest  portions 

No  terms  attached  to  the  borro'Mngs  v/ere  re-nsgoUated. 
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2 FINANCE  LEASE  LIABILITY 


30  June  2012 

Wilhin  one  year 
Within  hvo  to  five  yea  rs 

Current  Liab^illes 
Non-Current  LlabllWes 


C-S-,  :-«7.5S0403.r.-:j» 


.s'ossisae' 


Aa;$689.106- 


The  lease  terms  are  between  3 years  and  6 years.  Interest  rates  are  fixed  at  Uie 
contract  date.  Some  leases  have  fixed  repayment  terms  and  ohers  escalale.  No 
arrangement  has  been  entered  into  for  conOgenl  rent  Obfigalkms  under  fmar^oe 
leases  are  secured  byUie  lessor's  tiUe  to  the  leased  assets 

The  t/unlcipality  did  not  default  on  any  of  the  Interest  or  capital  repayments  of  the 
finance  leases. 


No  terms  and  conditions  of  fire  finance  leases  were  re-negotiated. 


30  June  2011 


Minimum  lease 
payment 
R 


Future  finance 
charges 
R 


Present  value  of 
minimum  lease 
payment 
R 


Within  one  year  2121  024  16S8  568 

Wrthirr  two  to  five  years  3 9&o  363  3513  847 

6111387 900973  5 210413 


Current  LiatKlilies  1698686 

NOT-Current  UabHiUes  3 513847 

6 210  413 


The  lease  terms  are  beh'/een  3 years  and  5 years.  Interest  rates  ate  fixed  at  the  contract  dale.  Some 
leases  have  fixed  repayment  terms  and  crfiers  escalate.  No  errangement  has  been  entered  into  lor 
conllgent  rent  Obligations  under  finance  leases  are  secured  by  the  lessor's  tide  to  the  leased  assets 


The  Munidpality  did  not  default  on  any 
of  the  Interest  or  Capital  repayments  of 

No  terms  and  condiUone  of  the  finance  leases  were  re-negotiated. 


3 CONSUMER  DEPOSITS 

2012 

2011 

R 

R 

Electdchy 

S54  )'l? 

/-  if:  'X'  ; . 

11  574  824 

Total  Consumer  Deposits 

48^564.112 

11674  824 

Guarantees  held  In  lieu  of  Electricity  Deposits 

.“A-  3 624.830 

2 892  630 

4 NON-CURRENT  PROVISIONS 

Non-current  provision 

.j-.Sr;-52-764  36e' 

46  229  268 

provision  for  rehabilitation  of  landfill  site 

. .v.'s.;-  ••'••'.vS  VC'S- ‘Si- 

2374  136 

Balance  at  teglnnlng  of  the  year 

-4r?'-\v2:374^^- 

2168  305 

Contributions  to  provision 

-:Y':?.5f;:.f2dn‘4T4 

215  831 

Balance  at  end  of  the  year 

: :-?x:2-eid660 

2 374  136 

The  provision  for  rehabilitation  of  landfill  sites  relates  to  the  legal  oblgafion  to  rehablBtale  landfiB  sites 
used  forwasle  rflsposal.  It  Is  calculated  as  the  present  value  of  the  future  ob8gaUon.dlscounl8d  at  10% 
over  an  average  period  of  20  years.  The  due  dale  of  Uils  provision  is  Jwie  2027. 
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Pfovislon  for  bng  service  awards 

Current  -service  cost 
Interest  cost 

Actuarial  {9a>n)/loss  recognised  In  P&L 
Net  perioic  cost  recognised  In  P&L 
Exf«cted  employer  benefit  vestings 
TransfUonal  faWllty  recognised  outside  P6L 
Closing  Balance 


4 720  463 

V*  • .‘..-.A* 

647144 
349  855 

--?.-:;-<^.:i}07=690 

234  627 

...-v..-.vy1.376'.483 

1 231  626 

-810  364 

’^720  463 

4 299  221 

Nv:.  :-»:%;S-S68=929 

4 720  463 

Long  service  awards  relates  to  the  legal  obTigallon  to  provide  for  long  service  leave  awards.  An  actuarial 
valuaBon  has  been  performed  on  aH  584  employees  that  are  enlilled  to  long  service  leave  awards  on  30 
June  2012.  The  long  service  leave  awards  CaKlity  Is  not  a funded  anangemenl  ,l.e  no  separate  assets 
have  been  set  aside  to  meet  this  liability. 


Proviston  for  post  ■ employment  health  care  benefits 

Current -service  cost 
Interest  cost 

Actuarial  (ga‘n)floss  recognised  In  P&L 
Nei  periodic  cost  recognised  In  PSL 
Expected  employer  benefit  payments 
TransIBonai  faWlity  recognised  outside  P6l 
Closing  Balance 


4S.-f -44  663=827 

38  134  690 

' 

' ^ 23tl97^ 

1 693  663 

' *'3  267879 

2 411202 

fj.-.  'p^95S.602 

8310134 

*7  626.466- 

12  415  088 

•5Y-=;.V  .-1083  319: 
38-ii^-e9b 

■846  318 

28  565  919 

> ^<.<-*44:663=827= 

38  134  630 

The  post-employment  health  care  bsnefits  vakiatfon  oonsWers  all  employees, retired  employees  and  thek 
dependants  who  partidpale  In  the  health  care  arrangements  at>d  are  eniiUed  to  a posl-empioyn^nt 
medical  scheme  subsIdy.The  post-employment  health  care  llaWlity  is  not  a funded  arragement,  l.e  no 
separate  assets  have  t«en  set  aside  to  meat  this  BaWtity.  The  effective  dale  of  the  valuation  is  30  June 
2012, 


Summary  oflhe  eligible  In-service  membership.  (Post-employmenl  health  care 
benefits)^ 


Female 

Male 

Total 

Number  of  prlndpal  members 

118 

150 

268 

Number  of  Efgible  Non-Members 

97 

181 

278 

Average  age 

38.4 

45.4 

43.0 

Average  past  service 

6.7 

10.7 

9.1 

Average  no.  of  dependants 

1.6 

1.8 

1.7 

Summary  of  continuation  membership.  (Post-emptoymenI  health  care  benefit) 


Female 

male 

Tolal 

Number  of  principal  membars 

16.0 

23.0 

39.0 

Average  age  of  memters 

71.0 

70.4 

70.6 

Average  no.  of  depettoanls 

0.1 

0.7 

0.4 

Average  employer  contribution 

R2122 

R3120 

R2711 

ln*ser\4ce  members  v/!ll  receive  a post-employment  subsidy  d 60%  of  the  contribution  payable. 
Continuation  members  receive  either  a 60%  subsidy  or  a 70%  subsidy.  Upon  a member's  death-ln- 
service  or  death-ln-retirement,  the  surviving  deperfoants  v/il  cwitinue  to  receive  Ihe  same  percenlage 
subsidy 

Summary  of  the  key  financial  assumptions.  (Post-employmenl  health  care  benefit) 


Assumption  Value  p.8 

Discount  rate  8.03% 

Health  care  cost  inflation  rate  . 6.99% 

Net  effective  discount  rate  0.97% 


6 CURRENT  PROVISIONS 
Performance  bonus 


2012  2011 

R R 

1 982  059 

-•.C  "-1.'S2^139:391  1 982  0S9 


34 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 
NOTES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 


Performance  bonuses  accrue  lo  Section  67  Managers  and  Managers  annual 
basis  subject  to  certain  conditions.  The  pro^sion  Is  an  estimate  of  the  amount  due 
at  Ihe  topoiiirtg  date  to  staff. 

Performance  bonusses  are  paid  one  year  In  arrears  as  the  assessment  of  eligible 
empSoyees  l^d  not  taken  place  at  Uie  end  of  the  reporting  period. 


Performance  bonusses  are  measured  at  face  value  as  it  b o)g»sde<J  that  these 
vroutd  la  paM  shortly  after  the  financial  year  ettd  once  performance  evaUiaBons 
have  been  cwnplel^. 


Balance  at  beginning  of  year 
Performance  bonuses  paid 
GonWbuBons  to  provision 
Balance  at  (he  end  of  year 


f^Hiormance  x?  .a 

Bonus  ^ -ix 

■■■ 

1982059 

i 13$:39t 


Performance 

Bonus 

1 845  782 
-39  0S2 

175  339 

1 982  059 


6 ACCOUNTS  PAYABLE 

Trade  creditors 

Paymenls  received  In  advance 

fsih  Cheque 

Staff  leave 

Retention 

UnkiKhvn  direct  deposits 
Other  creditors 
Total  Creditors 


Fi-:-'63=W52Se' 
$-248  343 
yy.iVa  4.06.0  40$. 

i\^<‘-'T'6  81?>207- 
..I-J-$:i6;9''95/ij 
'^•;|.i;^10372‘gt0. 

88  833087. 


The  MonWpelily  did  not  default  on  any  of  the  accounts  payable  in  respect  of 
capital  or  Interest  portions. 


No  terms  attached  to  the  accounts  payable  v/ere  re-negotlaled. 


53  849  097 
4 850  007 
3 022  981 
A 864  488 
8922  084 
3 228  688 
570  546 
79  307768 


7 VAT  . 

NalVAT  payables  ••  •^1^5738089 

VAT  Is  payable  on  the  paymenls  basis.  Only  otKS  payment  Is  recetved  from 
debtors  and  paymettls  made  to  suppliers,  is  VAT  paid  over  to  SARS. 


8 UNSPENT  CONDITIONAL  GRANTS  AND  RECEIPTS 

Conditional  Grants  from  other  spheres  o/Govem/ne/jf  < ':-'^L.388_l9  $97 

Grams RSC mother  I-  -- 

Total  Condtiional  Grants  and  Receipts  /-  -■  39  819-997- 

These  amounts  are  Invested  In  a ring-fenced  short-lcrm  deposits  unHI  utilised. 

Refer  lo  note  22  for  a detailed  breakdo.-m  of  all  unspent  conditional  granls. 


18909  094 
1590909^ 
18  909  094 
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Details  of  valuation 

The  GTM  valuation  is  based  on  the  valuation  roll  and  is  reviewed  every  four  years. 


rolroopocHvo  oppllcotron  oofTocUons  wore  done  ao  follows: 
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GREATER  TZANEEN  MUNICIPALITY 

annual  financial  statements  for  the  year  ended  30  JUNE  2012 
NOTES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 


12  INVESTMENTS 
Unlisted 

Held-to-matur'rtv  Investments 

Fixed  Depo^Hs 

Total  Cash  Investments 

Councils*  valuation  of  unlisted  Investments 

Uberty 

BOE  (Sinking  Fund) 


2012 

2011 

R 

R 

->--?/'25r67T^i7S- 

20  682  629 

23:077  .178 

'VM  P-AjM'ut 

2 777  098 

.^1^.#8S0;828' 

17  905  531 

r:¥5f"23'S77-:l76- 

20  662  628 

Investments  have  been  made  for  fiie  redemption  of  Iw^g  • term  Joan  liabiHlies. 
Refer  to  note  1 for  mcxe  detail  on  k>f^  • term  loans. 

Fair  value  of  Investments  are  at  quoted  boak  value  as  at  30  June  2012. 

No  non-current  Investment  defaulted  and  r>o  terms  trf  any  of  the  non-current 
Investments  v/ere  re-negotialed. 


13  LONG-TERM  RECF.IVABLES 


Other  Loat>s 

ElecWcalCortnecSon 
Stand  Lruns 

Other  Debtors  (El  Gondor) 

Debtor  Arrangements 

LESS:  Current  portion  transferred  to  current  receivables 
Other  Loans 

Eleclrica!  Connection 
Stand  Loans 
Debtor /vrangaments 
Lass  •.Provision  for  bad  debt 
Total 

Reconciliation  of  provision  for  bad  debt 
Balat>ce  at  beginning  of  year 
ConlrfbuUons  to  provision 
Bad  debts  vdltten  off 
Balance  at  snci  of  year 


4313190 

i ' ;--"  -0 

469 

. 170  686 

1 933  689 

986  205 

:>=*  •'>740369 

1412927 

'e-  170  666 

170  666- 

2 900  268 
2 900  263 

''>LP 
” '170  666 

469 
2 699  794 

1 412  927 

'Or 

0 

•5':71'P-r^?4T2  928.; 

^ ^ M-mm 

v;:^e:809 

2 376  803 
-985  875 
0 

1 412  923 

No  secx/rity  U held  for  any  of  the  long-term  recefvabtes. , 

No  long-term  recetvaWes  defaulted  and  no  terms  of  any  of  the  lot^-tenTi 
receivables  vrere  re-negotlaled. 


No  portion  of  Uie  long-term  receivables  v/as  pledged  as  security  for  any  finafKJal 
naUlIltes. 

No  portion  1$  past  due  or  impaired. 

LOANS  TO  STAFF  THE  PUBLIC 

To  comply  v.ith  the  requirements  of  the  MFMA  no  loan  has  been  made  after 
1 March  20CM. 

OTHER  LOANS 
Electricit)'  Connoclfon 

To  encourage  lenanis  lo  connect  to  the  electricity  service,  a sift>sldy  of  50%  per 
connection  were  granted  to  finance  the  cost  to  consumers  .with  interest  rates 
betv/een  20%  and  21%.  These  loans  are  repayable  over  a marfmum  period  of 
five  years  and  were  granted  before  the  Implementalkin  of  Ihe  MFMA. 

Stand  Loans 

Loans  were  made  lo  enable  people  lo  purchase  starxfs  fron  CounclL  These 


Debtor  Arrangements 

Short  -term  debt  repayment  arrartgemenls  are  engaged  !n  to  enable  debtors  to  pay 
oulslandii>g  consumer  accounts. 
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14  INVENTORY  2012  2011 

.R  R 

Consumable  slores  S DOS  824 

Stands  y.:..-a:?y7g3''0&D-  1 723  OOP 

977-924:  10  729  824 

Invenlary  {Write  dovms)  ; i r 0 

Total  Invenlorv  ~:~  ":-i0  877'924:  10729  924 


Canying  value  of  slock  Is  disclosed  at  cost 
Inventory  Pledged  as  Security 
No  inventory  vras  pledge  as  security. 


15  RECEIVABLES 

A$ at  30  June  2012 

Sendee  debtors 

■:y\i  i'  .< 

GroSs'Balajica^^-^: 

‘Prpvtstbt»To/^?»< 

^Badpeb^\^^’: 

fpNst-BalancSj^  ' 

Rates 

v-x^:'.«5?,98«5C 

;.:i^7:v46  70S300 

fe^ri:923U335 

Eleriricity 

AC65.e4l-9S& : 

i^<>-g-lAe8i%98 

Refuse 

22  208778 

5-«.Y^;MtV9.616 

-iv 

■4 

Total 

::  =^438-168885- 

'Y‘S»:XB3  603874 

••'Y..  .64'662  9H 

Provision  for 

Gross  Balance 

Bad  Debts 

Net  Balance 

As  at  30  June  2011 

R 

R 

R 

Servfca  debtors 

Rales 

49223699 

39  210  886 

10016833 

Electricity 

47  164  627 

16012363 

32152264 

30  523  169 

28  097  324 

4 425  665 

Total 

125  914615 

80320653 

46  693  982 

2012 

2011 

Rates;  Aoelng 

R 

R 

Current  (0-30  days) 

83341.0 

3 989146 

81  - 60  Days 

C;-;28e9,.8e,6 

2 130  833 

61-90  Days 

'2502:182 

2210  989 

91 -120  Days 

1 884  866 

121Days  and  longer 

.rv.Vf- 44-539  923 

39  210  865 

Total 

: -;-  S 66  936  W6i  • 

49  228  699 

EiBctfloitv:  A.qeJnq 

(Currant  0-30  Days) 

'<  26476.212 

23  093  833 

31  -60  Days 

' 8365:940: 

5 870  314 

61  - 90  Days 

4i6e'6iy^. 

2110  440 

91  - 120  Days 

. ^ f '■'2.<6i:30< 

1274  675 

1210aysand  longer 

'-0^4680  897 

15012  364 

Total 

65  641  966 

47 164  626 

Refime  removal:  Anelna 

(Cunonl  0-30  Days) 

V';  2^  94  226- 

912  869 

31  • 60  Days 

9^  228 

61  • 90  Days 

:-::i^:>,..rs.909-482- 

808  269 

91  -120  Days 

748  501 

121Daysand  longer 

- -k.-21-§52732- 

26  097  324 

Total 

26  388.295 

i 

30523  189 

Summary  of  Debtors  by  Customer  Classiflcatlon  Including  other  debtors 


Residential  Property;  Aging 
Current  (0-30  days) 

31  - 60  Days 
81  -90  Days 
91 -120  Days 
121  Days  arri  lorrger 
Total 


’€‘^2i'8K8^: 

78  733:0131 


9 608  715 
4487  881 
2298  585 
2081  983 
S959S475 
78  032  619 
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Industriat/commerctal:  Aging 
(Current  0 • ao  Days) 

31  - 60  Days 
61  - 90  Days 
01-120  Days 
121Days  an^  longer 
Total 


National  and  Provincial:  Aging 
(Gunent  0 - 30  Days) 

31  - 60  Days 
61 . 90  Days 
81  • 120  Days 
121Days  and  longer 
Total 


Other;  Aging 
• (Current  0 - 30  Days) 

31  • 80  Days 

61  - 90  Days 

81  -120  Days 

121Days  and  longer 

Indigent  charge  S Development  cost 

Total 


936'-98p^ 

.?SJi1-:2^616398 

IQ  238  509 

4 885  694 

1 686  246 

1 190173 
25038  166 

C--!S-.--:.?S5  699S77- 

62  839  608 

9 099  395' 

1015  848 
398  126 
356  128 
323  162 

8 106  249 
10  203  511 

2137  394 

tpl2#4. 

497  000 

610  649 

295  875 

6 710  671 

H:.  10  886  262: 

12  252  289 

Consumer  Debtors  Pledged  as  Security' 

No  portion  o(  eccouftls  receivable  v/as  pledged  as  security  for  any  financial 
liablltUss. 


Credit  Quality  of  Consumer  Debtors 

"me  credit  quality  of  Consumer  Debtors  that  are  neither  past  nor  due  Impaired  can 
be  assessed  by  reference  to  historical  Information  abewt  counter  party  default 
rates.  Ailhoigh  credit  quafity  can  bs  assessed  the  Municipality  did  not  apply  any 
methods  to  evaluate  the  credit  quality. 


Consumers  Debtors 

No  security  is  held  for  any  of  the  accounts  recetvaWe. 

Consumer  Debtors  Impaired 

Asal30  Jufts  2012.  Consumer  Debtors  of  R 83  603  974  (2011:  R80  320553) 
were  impaired  and  provided  for. 

Amounis  loUlllng  R 4 1 78  342  (201 1 R1  882  766)  v/ere  v/iillen  off  as  uncolleotable 
against  the  debt  Impairment  allov/ance  account. 

These  amounts  best  represent  the  ma»mum  exposure  to  credit  risk  at  the  end  of 
the  reporting  period  v4lhout  taking  account  If  any  collalerat  held  or  other  ciedH 
enhancements. 

No  portion  is  past  due  or  Impaired. 


16  RECONCILIATION  OF  DOUBTFUL  DEBT  PROVISION 

Balance  at  beginning  of  the  year 
Conlribubons  to  provision 
Doubtful  debts  written  off  against  provision 
Balance  at  end  of  year 


::<M"V..$6:3206S5t' 

56  063  827 

^Ai.746i^1 

24119  494 

^,41781342 

-1  882  768 

- • 83  603-974 

80  320  553 

Tho  fair  value  of  trade  and  other  recefvabSes  apprmdmales  their  caning  amounts. 
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OTHER  RECEIVABLES 

2012 

2011 

R 

R 

Other  debtors 

•es'"H2.646^76 

130662  348 

Payments  made  In  advance 

4 850  007 

Bursary  Loans 

64  318 

Deposit  Petrol 

Year  end  debtors 

r;*»:€Ei^=4&^467 

9 608 
38021  019 

Other 

87  617198 

Less ; Provision  for  bad  debt 

4' ? -5-5-7'9BB7^t 

13  974  421 

Total  Other  Debtors 

- 104587  60$ 

116  587  927 

2012 

2011 

R 

R 

Reconciliation  of  provision  for  bad  defat 

Balance  at  t»gmntng  of  year 

16  164  082 

Contributions/  (Reversal)  to  prowslon 

.6  ^^6^0 

-1  995328 

Bad  defats  written  off 

-214  333 

Balance  at  end  ofyear 

7958771 

13  974  421 

i8  Operating  lease.assets  (accrual) 
Current  assets 


Correctfon  d prior  yean  refer  to  note  32 


Municipality  as  lessor:  Operating  leases  minimum  future  receivables 


Not  later  than  one  year 
Later  than  one  year  no  later  Uian  6 years 
Later  than  S years 


20A  632 
204  632 


103760 

369701 

426461 


19  BANK,  CASH  ANO  OVERDRAFT  BALANCES 

The  Munkjpaitty  has  the  follovnng  bank  accounts; 

Current  bank  account  ( Primary  bank  account) 

ABSA  Bank  • T2aneen  Branch 
Account  numbsr  • 1280650527 

Cash  book  balance  at  beginning  of  year 
Cash  book  balance  at  emf  of  year 

EFF  BankAcc 

ABSA  Sank  - Taaneen  Branch 
Account  number  * 4056018122 

Bank  statement  balance  at  beginning  of  year 
Bank  statement  balance  at  end  of  year 

AFF  BankAcc 

ABSA  Bank  - Tzaneen  Branch 

Aa»unl  number -4056017960 

Bank  statement  balam^  at  beginning  of  year 
Bank  stalemsni  balance  at  end  of  year 

Ratos  Sc  General 

ABSA  Bank -Tzaneen  Branch 

Account  number  - 4051 444332 

Bank  statement  balance  at  beginning  of  year 
Bank  statement  balance  at  end  of  year 

Grants  Account 

ABSA  Bank-  Tzaneen  BratKh 

Account  number  - 9093767307 

Bank  statement  balance  at  beginning  of  year 
Bank  statement  balance  at  end  of  year 

ABSA  Bank  - Tzaneen  Branch 
Account  number  -4058018237 

Bank  statement  balance  at  beginning  of  year 
Bank  statement  balance  at  end  of  year 


VsVT<"¥3r"‘'Ci5 

yc-f  .-ft- 


-4  169  424 
22 198  274 


941 

0 


941 

0 


0 

0 


8 398 
0 


941 

0 
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ABSA  Bank  • Tzaneen  BratKh 
Account  numt‘Sf  • ‘5048984222 

Bank  slalemenl  balance  at  beginning  of  year 
Bank  statement  balance  at  end  o!  year 


1 668  844 
32  338  697 


ABSA  Bank  - Tzaneen  Branch} 

Account  number  • 9081974980 

Bank  statement  balance  at  teglnn’ng  of  year 
^ank  slalentenl  balance  at  end  of  year 


jK:..v  ‘v.*5*c*^* 

iA"!  50:042 . 


No  cash  and  ca^  equivalents,  or  porUcvt  thereof,  v/as  {Hedged  as  security  for  any 
financtal  liaWities,  ' 


No  restrlcUons  6>dsl  regarding  Uie  use  of  cash. 
No  portion  Is  past  due  or  Impaired. 


19 

ISO  942 


20  PROPERTYRATES 

2012 

2011 

R 

R 

Actual 

Residential 

17  80B  282 

Commercial 

14  450  403 

Stale 

5 140  267 

Other 

10  646-250: 

7286  827 

Total  Assessment  Rates 

i n • • 66.727  950; 

44  684  769 

Valuations 

July  2012 

July  2011 

ROOO'e 

ROOD'S 

Residentiel 

3393  817 

Commercial 

^^'.■■:;:2  635:41:I. 

2130  356 

State 

Munidpal 

•:  254gijf 

603  394 
286  861 

Agrculture 

028:498 

4 801  837 

Other 

^'•,ssV-::i;:.:5-8ie 

247  309 

Total  Property  valuations 

\ - •:10  810:842- 

11483  673 

Valuations  on  land  and  buildings  are  performed  every  four  years.  The  Iasi 

valuation  came  Into  etfecl  on  1 July  2008. 

Interim  valuations  are  processed  on  a 

monthly  basis  to  take  Into  account  changes  In  individual  property  values  due  to 
atteraVons  and  subdivisions.  The  same  rale  Is  applied  on  different  categories  of 
property  and  Improvement  valuations  to  determine  assessmertt  rates.  Rebates 
are  granted  on  various  categories  of  properties.  Interest  at  prime  rate  plus  1V»  1$ 
levied  on  oulstandtng  rates  and  the  prime  rate  of  ABSA  applies-The  vatuatfon  rcHI 
has  been  exter>ded  for  one  year  and  new  valuations  vriD  be  eKecrive  from  1 July 

2013 

2012 

2011 

21  SERVICE  CHARGES 

Sale  of  eleclricICy 

307  ^216 

248  402  412 

Refuse  removal 

17  579  913 

Indigent  Charges 

;e5r2;382‘ 

206  799 

Other 

?X'--  i v;^5  029: 

748  320 

Total  Service  Charges 

:-?A5-T.329  308461 

286  937  444 

Greater  Tzaneen  Municipality  ads  as  service  provider  fot  Moparri  District 
Municipality  v/tth  regard  to  the  water  and  sev/er  services.  Mopani  Oisirid 
MunIdpallM  h the  vrater  and  sev/er  service  authority  ar>d  those  s«\4ces  reflects  In 
their  records 
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22  GOVERNMENT  GRANTS  AND  SUBSIDIES 


National  MStG 

Provinctal  Local  Government 

Finance  Management  Grant 

Equitable  share 

SETA 

MiG 

National  • Eieclrification  Grant 
Naliona!  • ScW  Waste  Grant 


>V5-r?p={^o|6o© 

'.y-.<KH6Y2D3^0O 

YJ%'*26^3ff78^ 

^^^x»-%?6S^6Q0' 

-:-^?^20B.2W/060 


760  000 
4 87S64B 
1 017  381 
141  860  986 
63  764 
38  S33  057 
6 469  8S2 

0 

193  660  678 


Drought  ReUef  Programme 
Balance  unspent  at  beginning  of  year 
Currant  year  receipts 

CondlUons  mat  • transfened  to  revenue 
Condibons  s51l  to  l«  met  • transfened  to  IlablillJes 

The  grant  is  targeting  communities  without  primary  polabie  v/aler,  mainly  attributed 
by  drought  The  aim  Is  to  provide  primary  v/ater  to.  a minimum  of  2511  per  day  in 
the  proposed  area. 


V'v.-’ 


30  702 


30  702 


MFMG 

Balance  unspent  at  beginning  of  year 
Current  year  receipts 
ConcfiUons  met-  transferred  to  revenue 
CondlUons  sSti  lo  be  met  * transferred  to  IlabiWies 

MFMG  furvJs  are  used  to  facilitate  GRAP  and  MFfA4.To  wpacKate  employees  by 
having"  programmes  such  as:  The  Municipal  Finance  Management  Internship 
Programme 


17  381 
1 000  000 
-1  017  361 


Equitable  Share 

In  terms  of  the  constitution  this  Is  an  uncortdiUonal  grant  used  to  subsidise  the 
provision  of  basic  services  to  the  Indigent  community  households 


SETA 

Balance  unspent  at  beginning  of  year 

Cunent  year  receipts 

Transfers 

Conditions  met  - transferred  to  revenue 
Conditions  eiid  to  t»  met  - transferred  to  Habifrties 


>.«i27i697 


-718398- 


1043  849 
0 
0 

♦S3  754 
990095 


The  grant  Is  used  lo  pay  for  training  courses.  It  supplement/augment  the  funds  on 
the  training  vote.lt  is  used  to  sat  off  me  primary  and  secondary  skWs  developmenl 
facilitators  v/hen  they  are  out  of  the  offico  on  sWlls  development  related  matters. 


MIG  Grant 

Balance  unspent  at  beginning  of  year 
Current  year  receipts 
Admin  fees 

Conditions  met  - transferred  lo  revenue 
Gondllions  slid  to  be  met  - transferred  to  liaMities 


;5.tVi4e:/l2;6po' 

fs>v?^260557- 

-22'Y3223S. 

->-20570-601 


MIG  Funds  are  used  to  upgrade  and  build  new  InfrasUucture  up  lo  a basic  level  of 
service  as  v/eli  as  lo  rahablKtale  e^ssling  infrastructure  for  U>e  poorest  of  the  poor. 


12  056  560 
17  934  916 
♦1  456  200 
-27343  973 
1 191  323 


Department  of  Trade  & Mineral 

Balance  unspent  at  beginning  of  year 

Current  year  receipts 

Conditions  met -transferred  to  revenue 

Conditions  slid  lo  be  met  - transferred  to  liabtlilies 


The  main  aim  of  this  grant  ms  to  supply  the  fannets(v.wicers)  vrith  eledriclly  and 
the  funds  v.ere  used  for  the  electrification  of  the  farmers  houses  (Ihe  workers 
house)  v/ilhin  the  GTM.  This  was  according  to  (he  DME  pepartmenl  of  mlnerafs 
and  Errergy  standards). 


.'-r-cisvAy 
• vi>-V>j-930616- 


743  047 
0 

-406  928 
336118 
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Nallonsl  ElectriflcaHon  Grant 

BalsrKe  unsfvsnl  al  bsglnnlng  of  year 

Currenlyeartecelpls 

Condltons  met  - Iransferred  to  revenue 

Arnlntslralion  fees 

Comiltions  sliH  to  bs  mat  • txansfened  to  flablilties 


.^:468'438^ 

4 126  246 

^;%f^ht6'S6B;6ob= 

10000  000 

-6  158  806 

« :i;'cii6Brai 

-500  000 

-2975:086: 

4469  438 

Tbe  gtant  was  used  for  eleOnTcalion  of  farm  labour  housing  and  schools 


Community  Based  Projects 

Balance  unsperrt  at  beginning  of  year 

Current  year  receipts 

Condrlions  met  • Iransfan&d  to  revenue 

Conditions  sUl!  to  be  met  - transferred  to  liabiillies 


-S;iC-m:-‘0‘'.58:552i 

;.T  -•••3S6a78i-  413430 


The  funds  were  used  for  the  training  of  lead  facilitators,  ward-based  fadiilalors  and 
lasBy  community  based  projects  roS  out  to  the  wards.  This  process  took  place 
from  December  2003  to  dale. 


4S  767 

^9  767 
0 


The  hrnds  are  used  for  the  lur>ching  of  the  project,  also  to  pay  for  ttie  Insurance 
and  the  graduation  of  the  Youth  that  ate  In  the  project 


Urnsombovu  Youth  Fund  -.'i-e >•»».• 

Balance  unspent  alteglnning  of  year 

Gment  year  receipts  ••  v 

Conditions  met  - Uansfened  to  revenue  ^ 

Conditions  alill  to  be  met  • Uansfened  lo  fiablinies  : f.^.v0-- 


EU  GRANT 

FRUIT  & NUT  CLUSTER 

Balance  unspent  at  beginning  of  year 

Current  year  receipts 

Condilions  mol  • transferred  lo  revenue 

CondiQons  alill  lo  be  met  • Uansfened  to  liabilities 

This  grant  was  used  for  a haiiiker  feasebility  study 

NEIGHBOURHOOD  GRANT 

Balance  unspent  at  beginning  of  year 

Current  year  receipts 

Conditions  met  • transferred  to  revenue 

Conditions  still  to  be  met-  Uansfo/red  to  iiablltOss 


I- 

. -.645168 


.'i.l.r§.8:S72‘359:: 
:f  i?‘;:.14:332  «l}5^ 


These  funds  v/ere  used  lo  enrbellish  the  enlerances  of  varulse  to-jvrrs  and  villages 


-$65  625 
46  767 


•64$  756 


3 160  461 
10  620  000 
•S  236122 
8 572  356 


CLEANEST  TOWN 

.Bofance  unspent  at  beginning  of  year 

Current  year  receipts 

Conditions  met  - Uansferred  lo  revenue 

Conditions  slill  lo  be  met  - Uansfened  to  ilabltitles 


">150  768-' 


450766 


460  766 


Funds  received  through  the  greenest  tovm  compiUtlon  vrere  used  lo  provide 
schwas  In  vfflages  winlh  refuse  removal  skips 


MSIG  - ESTABLISHMENT  GRANT 

Balance  uns^nt  at  Uglnnlng  of  year 

Cwtenl  year  receipts 

Conditions  met  - Uansfoifed  lo  revenue 

Conditions  slill  lo  be  mel  • Uansferred  lo  liabilities 

UPGRADING  SPORT  FACILITIES 

Balance  unspent  at  bsglnnhg  of  year 

Current  year  receipts 

Corrdttlons  met -Uansferred  lo  revenue 

Conditions  slill  to  be  met  - Uansferred  to  liabiillies 


148  595 

y:^^--"y::-?590:bd0:r 

750  000 

'696  595 

y--:  :»-;-99gQ0-  0 


/•  V.-; ; > ri  V 

100  823 

■ -:-:.100$23- 

100  623 

This  grant  vras  used  lo  upgrade  sport  fadlities  Ui  iwms  and  villages 


CHANGES  IN  LEVELS  OF 

GOVERNMENT  GRANTS  2012 

Based  on  the  allocailon  set  out  In  the  Division  of  Revenue  AxA,  no  slgraficarit 
changes  In  the  level  erf  government  grant  funding  are  e>qj«rfed  over  the 
forthcoming  3 financial  years 


2011 

R 
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23  OTHER  INCOME 

Insurance  claims 

1264  941 

Valuation  certificates 

19  351 

Non  Refundable  deposits 

3110 

Envifonmenial  health  serwces 

61  755 

Library  servise 

•^-^.166211. 

19  188 

Other  income 

••?V‘:r?iiM3  07T 

4 01072S 

Tola!  other  Iroome 

6 369  070 

24  EMPLOYEE  RELATED  COSTS 

Employee  related  costs  - Salaries  and  Wages 

^3i&irso8;8b6 

99  076747 

Employee  r^led  costs  - Social  contributions 

|b»rfyis3t^.i^l659' 

33  207  864 

Travel  allowance 

'©.(raa-flBB 

4 911581 

losing  allowance 

1 050  254 

Overtime  payments 

•?  >y:.^r49U^t 

9 294  563 

Performance  bonus 

410  091 

Less:  Employee  costs  caf^talised  to  Property,  Plant  and  Equip 

0 

Less:  Employee  costs  Induded  In  other  expenses 

4».<5:?<64T01'S6e. 

55  825  893 

Total  Employee  Related  Costs 

<'.-«>-97737;.1‘48 

91 126 144 

There  were  no  8dvar>ces  (o  employees. 

Remunerafton  of  iho  Municipal  Manager 

Annual  Remuneration 

634  370 

Petformenoe  Bonuses 

0 

Total 

r .f,0O5  S45 

634370 

Remunaraihn  ofihd  Ch/ef  f/ner)ce  Officer 

Annual  Remur^eraSon 

909  095 

Performance  Bonuses 

■'..S ;; 

0 

Total 

909  096 

2012 

2011 

Remuneration  of  Individual  Directors 

Community  Serrfces 

•$0399?'. 

756  768 

Corporate  Services 

' 0 

659  145 

Errglneerlrtg  Services 

893  764 

Electrical  Englneerlns 

' 909  934 

799211 

Planning  & Economic  Developmenl 

» :i  566.397 

756  768 

Total 

j?  ZT20-328- 

3665696 

25  REMUNERATION  OF  COUNCILLORS 

2012 

2011 

R 

R 

Mayor 

;v/.-7'^rrfe-66e’262' 

605  588 

Councillors  AHcrwances 

16716651 

Executive  Committee  Allffivafvces 

1 419  566 

S(»aker  Allowances 

vT-;  .d-l.§60>67 

499  431 

Full  Time  Coui>cHlors 

gM-244 

1986713 

Medical  Fund  Contributions 

t 

M6  655-144 

16  227  957 

In-klnd  Benefits 

Tlie  Mayor,  Speaker  and  five  Councillor  are  full-Ume.  Each  Is  provldad  v4lh  an 
ofrice  ar^  secrelarial  support  at  the  cost  of  the  Council. 

The  Mayor  has  use  of  a Courvcfl  ov/ned  vehicle  for  offfdal  doles. 

The  Mayor  has  one  fult-dma  Secretary  and  one  pa. 
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26  Repairs  & Naintanance 
Machinery  & Equipment 
Lawnmovrers 
DlslribuiiOfl  Metoorfes 
Stofinv/aler  Drainage  & Bridges 
Tarred  Roads 
Gravel  Roads 
Sldes’/alks  & Pavements 
SUeellights 
Coimdl-O»vned  Land 
Councii-O’/ned  Buildings 
Coundl-Ov/ned  Vehicles 
Non-Coundl-Ov/ned  Assets  • Contraclors 
Others 

Total  Repairs  & Malntanance 


104  990 

2 497  636 

%24  886258= 

22  690  256 

7643  869 

r-'T2504-5|3- 

21  219  943 

MieB8^69jl 

13471  993 

-^:13:436=099: 

4106  724 

.'i^«694'930 

713  741 

-3r>:5fi=24(f397; 

8 728  619 

:i.??6:e8d;74 

8 309  634 

•iii4r43B8= 

11  626182 

iffi-i’wrez 

285104 

•Crt^7&16i679 

1 623  237 

>.:■  90714:319  100981  820 


27  INTEREST  ON  EXTERNAL  BORROWINGS 


Long  term  ItabSitJes 

yv'-yy.j.12:064-q96 

7 232  422 

Finance  leases 

)T.V''''’r?.-W-823; 

551  094 

Dardr  overdrafts 

Total  Interest  on  External  Borro\'rings 

12:766  608= 

7 783  S16 

BULK  PURCHASES 

2012 

2011 

R 

R 

Electricity 

-?204  802:906= 

176  451  428 

Total  Bulk  Purchases 

•••=.?  V 204‘802.806i 

176  451  428 

29  CONTRACTSO  SERVICES 


Contracted  services  for. 
Irifonnatjon  Technology 
Meter  reading 
Security  Services 
Refuse  removal 
Cleaning  Services 
Valuation  roll 
Tosvn  Planning 
Aerodfum 
EPWP 


: ':i  39^1223= 

'v  ''1=780;^?; 
\-:.^x,id494)752. 

433  915 

1 738055 

7 318141 

7 248.067 

8 875  316 

„ 7920-955. 

' ^1906  522 

8 917  687 

1 185  403 

' 350166 

' ^07:'833; 

30527 
185  832 

S 692:437 

0 

28.892  686. 

26644  676 

30  GRANTS  & SUBSIDIES  PAID 

Sport  Council 
SPCA 

Mayor  Spe dal  Account 
Mayor  Bursary  Account 
Eskom  EBSST 
Seta  (Training) 

Department  of  Trade  & Mineral 

HPH 

MSIG 

Other  grants 


1 06  844 

666  90  000 

69  242 
174  890 
2622  667 
89?  53  764 

t^T^v"%594'398.-  406  029 

. 3877302 

80A'2p6'  750  OOO 

^K>vfr:ii4Y6d0^  2t  757  028 

' 24  660r971:  29  898  457 


31  GENERAL  EXPENDITUE 
Auditors  Fees 

Consumable  Domestic  Items 
Fuel  • Vehldes 
Insurance 

Insurance  Claims  Own  Expenditure 
Leases  - Photocopiers 
Membership  Fees  - Saiga 
Non-Capilal  Tools  & Equipment 
Postage  & Courier  Fees 
Printing  6 SlaUonery 
Pfodlba  Share  • Drivers  Licence  Fee 
PfolecUve  Cblhlng 

Pfovif>cla]  Share  • Vehicle  Licence  Fee 
Public  Education  Ar>d  Training 
Rent ' Telephone  Exchange 
Renta!  Computer 

Subsislance  & Travelling  Expenses 


2012 

2011 

R 

R 

=•22329^249 

1 650  022 

?-'j.;;t6e3-A89' 

625  082 

n.^'4'637;191: 

3 234  470 

■“^^2'959; 

3 480  559 

:iA7-266OT6- 

6 784  892 

■5.^^B04)60- 

0 

x-T<#-262 

732  385 

TFl  760  7.35- 

216  440 

-S<-:^904-265. 

762  358 

T42r462 

1 229  623 

T-.;  ;'96  365; 

2 648  600 

>5^:944- 

525  162 

<sVV.?48‘9B6: 

96  928 

;”=^  W5'077 

353  710 

tS-’576.'99T. 

416  096 

;V:i^769:772: 

5 627  691 
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Telephone  ’-p/Sjfjso'tea  2 0D6  eoo 

Training  Cosls  78t  364 

oihers  490:  ees3  273 

Total  General  Expenses 


32  CORRECTION  OF  PRIOR  PERIOD  ERRORS 


Certain  comparalive  figures  have  been  redassified  (or  fairer  presentation  of  the 
information  due  to  prior  j«riod  errors.  Refer  to  note  39  fo:  prior  period  errors. 


Prior  period  errors 


The  correction  of  enors  results  In  adjustmenls  for  the  2008  year  as  set  out  belcrr/; 


Take  on  of  Infrastructure  prior  to  1/07/2010 

lf>cre6selr\  InfrastructureAssel  M 3^  554 

Increase  In  Infrastructure  Accumulated  Depredation  (2414  632) 

Net  effect  on  Statement  of  Rnandal  Posifion  11 981  922 


Increase  In  Accumulated  Surplus  (ji  9S1  922) 

Net  effect  on  Slatemervl  of  Changes  In  Net  Assets  (11  96i  622) 


Take  on  of  Land  prior  to  1/07/2010 

Increase  In  Larxl  95  643  92f 

Net  effect  on  Statement  of  Finandal  PosKioo  95  643  921 


Increase  In  Accumulaied  Surplus  (95  643  921) 

Net  effect  on  Statement  of  Changes  In  Net  Assets  ^_J95643^212^ 


Taka  on  of  Other  Assets  prior  to  1/07/2010 

increase  In  Other  Assets  5 130  814 

Increase  In  Other  Assets  Accumulated  Depredation  (2  487  777) 

Net  effect  on  Slatement  of  Finandal  Posilfon  2 643  037  ■ 


InoreasefnAceumulatedSurptus  (2  643  037) 

NeleffectonStaiementofChanges  In  NetAssets. 

Take  on  of  Infrastructure  prior  to  1/07/20fl 

Increase  In  Infrastn/cture  76  803 

Increasefn  InfrastnrdureAccumulaled  Depredation  (3 665) 

Net  effect  on  Statement  of  Finandal  PoslUon  71  639 


increase  in  Accumulated  Surfrfus  (71  839) 

Net  effect  on  Statement  of  Changes  In  NetAssets 


Take  on  of  Infrastructure  • In  respect  of  Life  span  char»gss  due  to  unbundling 


Increase  in  Infrastruclure  Accumutated  Depredation  (6  698  053) 

Net  effed  on  Slatement  of  Rnandal  Position  (6  698  053) 


Decrease  in  Accumulated  Surplus  6 688  053 

Net  effect  on  Statement  of  Changes  tn  NetAssets  6 866  053 


Reallocation  of  Computer  Equipment  to  Furniture  and  Fittings  Due  to  Prior  errors 


in  dasslRcaUon 

Cost  of  Computer  Equipment  (5 145) 

Aaajmulaled  Depredation  of  Computer  Equipment  4 1 16 

Cost  of  Furniture  and  Fillir^gs  6 145 

Accumulated  Depredation  of  Fumllure  and  Fftdngs  (4  1 16) 

Net  effect  on  Slatement  Of  Finandal  PosIBon  • 


ReallccaUon  of  Computer  Equipment  to  Office  Equipment  Due  to  Prior  enws  In 


classification 

Cost  of  Computer  Equipment  (6  599) 

Accumulated  Depredation  of  Computer  Equipment  1 122 

Cost  of  Office  Equipment  5 699 

Accumulated  Depredation  of  Office  Equipment  (1 122) 

Net  effed  cm  Statement  of  Rnandal  Posldon  • 
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ReafiocaUon  of  Computer  Equipment  lo  Plant  6 Machinery  Due  to  Prior  errors  in 
ds&slficaijon 

Cost  of  Computer  Equipment 

Accumulated  Depreciation  of  Computer  Equipment 

Cost  of  Plant  6 Machinery 

Accumulated  Depreciation  of  Plant  & Machinery 

Net  effect  on  Statement  of  Rnandal  Position 


(e  885) 
8 534 
8 985 
(6  634) 


ReallocaSon  of  Furrtilure  & Fittings  lo  Computer  Equipment  Due  lo  Prior  errors  In 
dassification 

Cost  of  Furniture  and  Fittings 

Accumulated  Depredation  of  Furniture  and  Fittings  ® 

Cost  of  Computer  Equipment  “^2  356 

Accumulated  DepredaUori  of  Computer  Equipment  ^^7). 

Net  effect  on  Statement  of  Finandal  Position  -- 


ReartooaUon  of  Furniture  & RlUngs  lo  Office  Equipment  Due  lo  Prior  errors  In 
dassification 

Cost  of  Furniture  and  Frtlings 

Accumulated  Depredation  of  Fumllure  and  Fifties  t 

Cost  of  Office  Equlpmer^t  1 

Aoaimufaled  Depredation  of  Office  Equipment 
Net  effect  on  Statement  of  Rnandal  Position 


ReallocaBon  of  Furniture  & Fittings  to  Plant  & Machinery  Due  to  Prior  errors  In 
dassification 

Cost  of  Furnfture  and  Fittings 

Accumulated  Depredation  d Furniture  and  Fittings  t 

Cost  of  Plant  & htechlnery 

Accumulated  Depredallon  of  Plant  & Machinery  01 

Net  effect  ortStalemertl  of  Financial  Position 


Reailocalionof  fnffastruoturc(Roads)  To  CommunIt>' Assefs(8ulldlt>gs)  Due  lo 
Prior  errors  In  classification 
Cost  of  ln(raslfUdur6(Roads) 

Accumulated  Depredalion  of  InfraslAicturefRoads) 

Cost  of  Community  Assels(eulldings) 

Accumulated  Depredation  of  Cofnmuntti'Asssts(6uikflng8) 

Net  effea  on  Statement  of  Finandal  PosiUwt 


{522  515) 
52  356 
522  515 
(52  359) 

E 


Reallocation  of  tnrfasUuclure(Roads)  To  Commonify  Assets(Fencing)  Doe  lo  Prior 
errors  In  dassificaUon 

Coslof  lnft'aslructUf0(Road8)  ®29) 

Accumulated  Depredation  of  InfraslmctuteCRoads)  *1  201 

Cost  of  CommunityAssetslFendng)  41  929 

Accumulated  Depredation  of  community  Assot6(Feiwin9)  {4  201^ 

Net  effect  on  Statement  of  Rnandal  Position 


ReallocaUonoflnfra5taidure{Roads)ToCommuntVAsset3(Roads&Subgfade) 


Due  to  Prior  errors  in  dassification 

Cost  of  InfrastrudurefRoads)  216) 

Accumulated  Depredation  of  lnfraslructure(Roacls)  59  B44 

Cost  of  Communlly  Assel8{Roads  & Subgrade)  597  216 

Accumulated  Depredallon  of  Community  AsselsfRoads  RSubgrade)  (59  844) 

Net  effect  on  Slatemont  of  Finandal  Position  ' 


Reallooatlon  of  lnffaslfiK:ture(Roads)  To  Community  Assets{Roads)  Due  lo  Prior 


errors  In  dassification 

Coslof  infC3strudure(Roads)  301  ^50) 

Accumulated  Depredation  of  lnff3slrudure(Roads)  1 474  99S 

CoslofCommunityAssets(Roads)  11  301  760 

Accumulated  Depredation  of  Community  Assets{Roads)  (1  474  995) 

Net  effed  on  Statement  of  Finandal  Posifion 


ReallocaBon  of  lnfrasUucluf8(Ro3ds)  lo  lnfrslfuctur8(Sofm\'/aler)  Due  to  Prior 


errors  in  dassification 

Cost  of  lnfr35lrucluf8(Roads)  (41  632  409) 

Accumulated  Depredation  of  InfrasUudurefRoads)  11  507  782 

Cost  of  infrstfudore(Sonw/aler)  41  532  409 

Accumulated  Depredalion  of  lnfrslfUclu(e{Sormsv3lei)  {11  5077^1 

Net  effect  on  Statement  of  Finandal  Position 
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Realic>cal}&n  of  Office  Eqi^pment  lo  f.felor  Vehides  Dus  to  Piior  em»s  In 
dassincelion 

Cos!  of  Office  Equipment  (28  288) 

Accumulated  Deptedalkin  of  Office  Equipment  S 268 

Cost  of  Motor  Vehicle  26  288 

Accumulated  DepfecJatlon  of  htotor  Vehicle  (8  288) 

Net  effect  on  Statement  of  Financial  Position  e=^===^ 


Reallocation  of  Office  Equipment  to  Computer  Equipment  Dus  loPrtor  errors  In 
dassiftcation 

Cost  of  Office  Equipment  (2  682) 

Accumulated  Depredation  of  Office  Equipment  501 

Cost  of  Computer  Equipment  2 862 

Accumulated  Dapredallon  of  Computer  Equipment  (601) 

Net  effect  on  Statement  of  Fmandat  Position 


ReallccaUon  of  Office  Equipment  to  Furniture  & Fittings  Due  to  Piior  enots  in 
dassfficatfon 

Cost  of  Office  Equipment  (10  6^®) 

ActtJmulaled  Depredation  of  Office  Equipment  1 653 

- Cost  of  Furniture  & Fltfings  10  M9 

Accumulated  Depredation  of  Furniture  & Fttltrrgs  (1  653) 

Net  effed  on  Statement  of  Flnandal  PosiUon  • 


Reallocation  of  Office  Equlpmentlo  Plants  Machinery  Due  lo  Prior  errors  In 
dasslficaUon 

Cost  of  Office  Equipment  (2016) 

Accumulated  Depredation  of  Office  Equipment  1 70) 

Cost  of  Plant  fiMadilnery  2015 

AccorrHrlated  Depredation  of  Plant  & Machinery  (1  701) 

Net  effect  on  Slalement  6f  Finandat  Position 

Reallocalion  of  Plant  a Machinery  to  Computer  Equipment  Due  to  Ptio;  errors  In 
daesification 

Coslof  Plant  4 Machinery  (9  600) 

Accomi^aled  DopredaUon  of  Plant  4 Machinery  2 874 

CostofCompular  Equipment  9609 

Accumdated  Depredation  of  Computer  Equipment  (2  874) 

Net  effect  on  Statement  of  Financial  Position 

Realtccation  of  Plant  & Machinery  to  Fumllure  4 FrtUfrgs  Due  to  Prior  errors  in 
dasslficaUon 

Cost  of  Plant  4 Machinery  (2  610) 

Accumulated  Depredation  of  Plant  4 Machinery  780 

Cost  of  f unvHure  & Fittings  2 349 

Accumulated  Depredation  of  Fumllure  4 Fittings  (780) 

Net  effect  on  Statement  of  Flnandal  Position  • 


Reallocation  of  Plant  & Machinery  to  Motor  Vehides  Dus  to  Prior  enors  In 
dasslficaUon 

Cost  of  Plant  4 Machinery  (67) 

Accumutaled  Depredation  of  Plant  4 Machinery  26 

Cost  of  friotor  Vehides  67 

Accumulated  Depredation  of  MotorVehfdes  (25) 

Net  effect  on  Statement  of  Flnandal  Position  ~ 

Realiocatiort  of  Plant  & Machinery  to  Office  Equipment  Due  to  Pitor  errors  in 
dassification 

Cost  of  Plant  & Machinery  (9  ^11) 

Accumulated  Depredation  of  Plant  & Machinery  5 908 

Cost  of  Office  Equipment  ' 9 611 

Accumulated  OepreofaUon  of  Office  EqulfxnSnt  (6  908) 

Net  effed  on  Statement  of  Flnandal  Position  - 


Statement  Of  Position 
Assets 

Property,  plant  and  equipment  103  444  686_ 

Total  Assets  103  444  666_ 

Nat  assets  and  Liabilities 

Net  surplus  (103  444  866) 
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statement  of  financial  pertormanoo 
Expenses 

Oepreciallon.  amortisation  and  Impairments 
Surplus/(D8ncit)  for  the  period 

Statement  of  Changes  In  Net  Assets 

Balance  at  1 July  2009 
Loss  for  the  year 
Balance  all  Juty  2010 


sess 

3 9B5 


602  938  22B 
(27182  823) 
S7S788  dOS 


33  GAIN  f (LOSS)  ON  SALE  OF  ASSETS 

Property  plant  and  equlfnnenl 

Other  finandal  assets 

Total  Gain  / (Loss)  on  sale  of  assets 


34  CASH  GENERATED  BY  OPERATIONS 

Net  surplus  for  the  year 
Adjustments  fo- 
Depredadon 

Gain  on  disposal  of  property  plant  & equipment 

ConlnbuUons  to  Provisions  • non*  current 

ConWbudons  to  Provisions  correnl 

Transfers 

If5letest  received 

Interesl  Paid 

Operational  surplus  before  working  capital  changes 

Increase  Ifi  Inventories 

Increase  in  Debtors 

Decrease  in  other  debtors 

Increase  In  Condliionat  Grants 

Increase  in  Creditors 

Cash  generated  by  operations 


440  820 
-440  920 


-X  ca-eogv 

0 

-64  273  246 

S.r».K>  89936.378 

96  764  663 

12  205  844 

13$  277 

-833  134 

R9 103  .080: 

-16  370  168 

7 783  618 

'•k.v:..12.6S2J84 

35  413752 

> -248000; 

-2  836  303 

. -T988-^9' 

-7  959  485 

* > -23055ai7 

-11  092  661 

, 2?at9W3 

-5  768  848 

2 060  336 

41617912 

9 817  893 

35  CASH  AND  CASH  EQUIVALENTS  2012 

R 

Balarjce  at  the  end  of  tite  year  'n;  ?' 

Balance  at  the  beginning  of  the  year 

Net  Increase  / (decrease)  In  cash  and  cash  equivalents  j-;?r>;--28  079  33g. 


2011 

R 

22  198  274 
•4  416  SOS 
28  814  783 


38  UTILISATION  ON  LONG-TERM  LIABILITIES  RECONCILIATION 


Long  term  liabilities 

Used  to  finance  property,  Plant  and  equipment 
Sut>-Total 

Cash  set  aside  for  Ihe  repayment  of  loans 

Cash  Invested  for  repayment  of  loans 

Cash  Invested  for  repayment  of  external  ioarrs 


I j:.fl.H5TS0'4163; 

;VJ‘V441:62tr387 

i-'^>^23-677>iyS 
-^36  298.662^ 


External  bans  have  been  utilized  In  accordance  vrith  Ihe  Municipal  Finance 
Management  AcL  Suffident  cash  has  been  set  aside  lo  ensure  lhal  external 
bans  can  be  repaid  on  redemption  date.  See  note  1 for  more  detail 


116  219  768 
69  790  360 
48  428  40S 

20  682  629 
67112  037 


37  UNAUTHORISED,  IRREGULAR,  FRUITLESS  AND  WASTEFUL  EXPENDITURE 
DISALLOWED 


Unauthorised  expenditure 
Reconcliiation  of  unaulhorised  expsnilure 
Opening  Balance 

Unaulhorised  expenditure  for  the  year 
Approved  by  council 

Closing  balance 


2012 

2011 

R 

R 

r:-^-  o: 

21  677  942 

0 

-2!  677  942 
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Incldont 

Condllbnal  Grants  were  r>Dl  cash  backed  in  2010  / 20H 

Disciplinary  steps  I Criminal  procoodlngs 

None 


Irregular  fruitless  and  wasteful  expenditure 

Reconcfilatlon  of  fnilUess  and  wasteful  expenditure 

Openirrg  balance 

Fruitless  andvraslefu!  exf«n«fitufe 

Loss  of  cash  due  to  fraud 

Transfer  to  Slatemerri  of  Rnanclal  Performance 

Closing  balance 


2012 

R 


m 


Incident 

The  Murridpaiity  had  to  pay  Interest  charges  on  tale  payments  to  ESKO?^  of  R 
168  1&6.00  due  to  a shordal!  in  cash  which  resulted  from  the  equitable  share 
aliocaUon  received  late  in  Auoust  20l0ADDroved  bv  council  on  81  Januaiv2012 

Disciplinary  steps /Criminal  proceedings 

none 


2011 

R 


168  166 
0 

0 

166166 


Reconclliaflon  of  Irregular  expenditure 

Opening  balance 
Irregular  expenditure 

Transfer  to  Statement  of  Financial  Performance 
Closing  balance 


2012 

R 

.0- 


2011 

R 

1 261  603 


1 2$1  503 


incident 

Increase  tn  extract  price  of  R 1 261  603  after  contract  vras  awarded  to  KgosI 
Monene  during  the  2010  2011  iinandal  yeafj^proved  by  counefl  on  31  January 
2012 

Disciplinary  steps  / Criminal  proceedings 
None 


38  ADDITIONAL  DISCLOSURES  IN  TERMS  OF  MUNICIPAL  FINANCE 
MANAGEMENT  ACT 


Conlrlbutlons  to  SALGA 

Opsnirrg  balance 

Council  subserfpeons 

Amount  paid  - current  year 

Balance  unpaid  {included  in  creditors) 


0 

732  385 
-732  385 
0 


Audff  Fees 


Opening  balance  .'r -S 0 

Currentyaarauditfee  1650022 

Amourrt  paid  - Current  year  s^.r*^'328Si40~  -1  650  022 

Balance  unpaid  (included  in  creditors) 


VAT  2012  2011 

R R 

VAT  Is  shown  in  rwles  7.  Tdl  VAT  returns  have  been  submlUed  by  the  doe  dale 
throughout  ihsyear. 


PAYE  AND  UIF 


Opgnirrg  balance  0 

Current  year  payroll  deductions  23  788  706 

Amount  paid -currer^l  year  -23  766  706 

Balance  unpaid  (included  in  creditors) 
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Pension  and  Medical  Aid  Deductions 
Of^enlng  batanc© 

■ Cutientyearpayroildeduolwnsand 
Conlfoi  ContribuUons 
Amounl  paid  - Current  year 
Balance  unpaid  (Included  in  creditors) 

The  balance  fepresenls  pension  ar>d  medical  aid  ctmtnbuBons  deducted  from 
employees  In  the  June  2012  payroS  as  well  as  Council’s  conlrtbuHon  to  pension 
and  medical  aW  funds.  These  amounts  were  paid  duritig  July  2012 


SO  787  032 
•30787  032 


Councillor's  arrear  consumer  accounts 

The  follovtir>3  Councfflors  had  arrear  accounts  outstanding  (or  more  than  90  days 
as  ah. 


SOth  June  2012 


Councilor : )flE  Ramolefo 
Councillor ; RE  Pc^t 
Councaior:  MG  Muslftvana 


SOth  June  2011 

Outstanding 
less  than  90 

Outstanding 
more  than  90 

Total 

days 

days 

R 

R 

R 

Councillor ; C Machimana 

237 

17 

220 

Councillor : OJ  Mush\'/aha 

2 229 

2229 

1316 

Coundllor : MJ  Molhfba 

2S7S 

1 260 

Coundllor:  JHS  MbhalaQ 

7 938 

822 

7 416 

Coundllor : ME  Ramolefo 

1879 

1 199 

381 

Cout\dllor:  MC  Nkhwashu 

3 200 

729 

2 471 

Coundllor : RE  Pohl 

2748 

2748 

Cou^^d!lor;  PJ  Mkhabsle 

1294 

1 294 

33  080 

Coundllor : f^O  Mushv/aoa 

34103 

1083 

Coundllor : MS  MIxnvanI 

7 893 

1163 

8 840 

Coundllor;  MS  Mateiartu 

424 

424 

Coundllor : MS  Malluia 

811 

811 

Coundllor:  MM  Mogotwyo 

323 

323 

Coundllor ; MB  Mnis! 

827 

827 

Coundllor:  G Batoyi 

808 

808 

1701 

1 701 

Total  Coundllor  Arrear  Consumer  Account 

66  292 

16897 

61  395 

During  the  Year  the  follar/ing  Councillors  had  arrear  accounts  outstanding  for 
more  than  90  days 


SOth  June  2012 


Coundllor : MG  Mushr/ana 


30th  June  2011 


Councillor : C Machimana 
Coundllor : MJ  Wothlba 
Courrdlior : JHS  MWialaB 
Councillor : ME  Ramolefo 
Councillor : MC  Nkhvrashu 
Courrolllor : MG  Mushvrana 
Councillor : MS  Mborrenl 


Highest  Ageing 


Amount 

Outstanding 


R 

220 

120  Days 

1 316 

120  Days 

7416 

120  Days 

381 

120  Days 

2471 

120  Days 

33  050 

120  Days 

6640 

120  Days 
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39  NON-COMPLIANCE  WITH  CHAPER11  OF  THE  MUNICIPAL  FINANCE 
MANAGEMENT  ACT 


Deviation  from  Supply  Chain  Management  Regulation 

Paragraph  12  (1)(cl)(i)  of  Government  Gaiette  No.  27638  Issued  <«  30  May  2005 
slates  that  a Supply  Chain  Management  Policy  must  provide  for  Uib  procuremenl 
of  goods  and  servl^  by  v/ay  ol  a compeCth/a  Wdding  procass. 


Paragraph  36  of  the  same  Gazette  slates  that  the  Accounting  Offtcor  may 
dispense  v/tlh  the  official  f^ocuremenl  process  in  certain  circumstances,  provided 
that  he  records  lire  reasons  for  any  de\iations  and  reports  them  to  the  next 
meefing  of  the  Council  and  includes  a rrole  to  the  Annual  Fmandal  Statements. 


Please  refer  to  Sdiedule  1 for  a detailed  schedule  of  the  de\datfons  from  the 
Supply  Chain  Regulations. 


40  CAPITAL  COMMITMENTS 

Commitments  In  respect  of  capital  es^enditura: 
- Approved  and  conlraded  for 
kifrastrudure 

■ Approved  hut  not  yet  contraded  for 
Infrastructure 
Community 
Heritage 
Other 

Housing  Development  Fund 
Investment  Prc^rtles 


Total 


This  expenditure  v/ill  be  financed  frcmu 

> Internal  Advances 

• External  Loans 

• Government  Grants 

• MIG  Grar^ls 


2012 

2011 

R 

R 

39  500  000 

tl  1 

39  600  0001 

- V ■^«8-654:828- 

76  976  400 

66631  400 
5880000 

4 465  000 

654-828- 

116476  400 

-'''MX  ‘ 

O 

/ •^'"’28  128,746 

17  100  000 

, ' 30000'000 

50  000  000 

r,.,..6000’0()6 

48376  400 

' ' - 64-526  080 

1.^.- -H8654«28i 

116476  400 

41  RETIREMENT  BENEFIT  INFORMATION 
Joint  Municipal  Pension  Fund 

The  fast  valuations  of  the  Joint  Municipal  Pension  Fund  was  done  on  30 
September  2010. 

The  results  of  the  valuation  (wthpro^skm  for  some  future  pension  Increases)  are 
as  follo’i’rs 


Actuarial  Valuation  2010  2009 

R'OOO  R'OOO 

ActuarialvalueofAssels  1 858314 

Total  accrued  liabllillBs  ^ ®28 

Solvency  reserve  " s:- ^Sri3^  110  785 

Surplus /{DaficJl)  _ _0 


Funding  level  (including  sotvencil  100.0% 


Municipal  Employees  Gratuity  Fund 


The  last  valuation  of  the  f4unlclpal  Employees  Gralufiy  Fund  v/as  done  on  30  June 

2011 

2011 

2010 

Actuarial  Valuation 

R’OOO 

R’OOO 

Share  account 

9 544  376 

Reserve  Account 

228  798 

Value  of  Fund  30  June  201 1 

;,.^<i'j^11 456-2781 

9 774174 

The  fund  Is  financial  sound  for  the  repultemenls  of  the  Pcnskm  Fund  Act 


55 


GREATER  TZANEEN  MUNICIPALITY 

ANNUAL  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2012 
NOTES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 

?^unicipal  Employees  Pension  Fund 

The  last  valualion  of  ihe  MEPF  v/as  done  on  29  February  2098 


Actuarial  Valuation 


Assets 

LiabiliSes 

Conlingenc^’  Reserves 
Surplus/(O8ftC;30 

This  represents  a funding  level  of 
108.2%. 


29/92/2008 

R'OOO 


29/02/2008 

R'OOO 


6 715  557 
4 900  M8 
362  289 

i-:.v  432  720 


Imatu  Retirement  Fund 

The  above  menUoned  furxS  Is  a defined  conldbuiron  futid  and  accord/ng  lo 
regulation  2 of  the  Pension  Fut^d  d 1956  exempt  from  the  provisions  of  $ec«ons 
9Aand  16  of  the  Act 


42  CONTINGENT  LIABILITY 

Paper  guaranless  housing  ban  (ABSA) 


2012 

R 

k--:a-:t^^v000:t!00- 


A paper  guaranty  of  R1  million  has  bsen  negoOaled  \vtlh  ABSA  on  behalf  of 
officials  Irr  respect  of  housing  loans.  No  coBalerat  Is  needed  by  ABSA  on  bousing 
loans. 


2011 

R 

1 000  000 


The  Municipality  Is  bsirrg  sued  by  a 
mamber  of  the  pubBo  for  R708  446.78 
for  unlav/full  arrest,  detained, assaulted 
and  pubHcty 'degraded  by  a Traffic 
Officer 


>'’S.;S’i'T-:*VS;g  »i>v. 


708446 


The  f.1uniclpaiity  Is  being  sued  by  2 
members  of  the  puKic  for  R100  OOO 
each  for  unlawful  prosecution  by  out 
traffic  department 


PilisPj 


f::l=:mf^.?200.-00e 


200  000 


TTre  Municipal!^  Is  being  sued  by  Dally 
Double  cc  and  olhers  fw  cM  liabOity  viz 
toss  of  earnings,  profit  and  general 
finandai  loss 

Tlie  Munldpalily  Is  being  sued  by  Thabo 
Molepo  for  unlav/ful  arrest  by  Uie  traffic 
officers  of  the  municipality. 


23  000  000 


The  Municipality  Is  being  sued  by 
Phadima  Phadima  Group  regarding  the 
sale  of  land. 


^H'Soofodo 


A high  court  case  t«t.'reen  Telogentx 
and  the  MunWpality.where  the 
MunIdpaliV  sold  land  but  the  purchaser 
failed  to  honour  payments. 


■vi?:Vvi.s003000: 


A disciplinary  hearing  regarding 
allegations  of  mlscoducl  between  Adv 
Phatudi  and  the  Municipality  Is  sWl  In 
progress. 


gr*'^Tj4"6oBrd‘6'o'- 


A disciplinary  hearing  regarding 
aliegafions  of  miscoduct  between  Thabo 
Ramol^ano  and  the  Municipality  is  sUli 
In  progress. 


43  CONTIGENT  ASSETS 

The  estimated  amount  of  recoverable  traffic  fines  for  2012  Is  R4  029  539  {2011:R 
1 571  390), being  35%  (2011: 25%)  of  all  Ihe  traffic  fines  amounb'ftg  toR?080208 
(2011:R3  1 10  3B0)  issued  but  not  yet  recovered  alyear  end. 
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44  RELATED  PARTIES 

Refer  to  Schedule  2 attadied  for  detailed  Information. 

Koy  management  personnel  Information 

All  Coundllors  have  disclosed  their  tnteiesl  In  related  parties  and  no  one  has  the 
ability'  to  control  c«  exercise  stgntficant  Influence  over  CounstI  In  making  financial 
and  operational  dldsions. 

During  the  201 1^012  finandal  year  r»  Coundiior  or  Official  had  any  Interest  In 
related  parties  and  no  one  could  coritrot  or  fnfluer>ce  Council  In  making  financial  or 
operational  decisions. 


No  remuneration  V/8S  paid  to  family  or  key  fetsannel. 
There  are  no  share  based  payments. 

There  ore  no  post-employmanl  benefit  for  key  personnel. 


45  FINANCIAL  INSTRUMENTS 

The  main  risks  of  the  Municipality  are  Interest  rate  risk, liquidity  risk,  credit  risk  and  the  fair  value  of 
financial  Instruments. 

Interest  rate  risk 

The  Munldpellty  Is  exposed  to  Interest  rale  risk  on  its  Investments  and  tong  term  bonov/ings. 

This  risk  Is  managed  by  Investing  In  investments  v/ilh  different  maturity  dales.  This  enables  the 
Municipality  to  reallocate  some  of  tho  investments  in  the  event  of  major  lluctualJons  In  the  interest  rales. 
Borrov^s  issued  at  variaUo  rates  expose  ^^e  group  to  cash  flow  interest  rate  risk.  Borrov/ings  at  feed 
rates  e>^se  the  municipality  to  fair  value  Interest  rale  risk. 


Currency  risk 

The  Municipality  does  not  have  cutrerKy  risk  as  In  temis  of  section  163  of  tf»o  Municipal  Rnance 
Management  Act,  No.  66  2003,  no  munldpalRy  may  Incur  a Hablli^  or  risk  payable  In  a foreign 

currency. 


Liquidity  risk 


ni8  Municipafit/s  risk  to  liquidity  ts  a result  of  the  funds  available  to  cover  fulure  comroltmeMs.  The 
Munlclpalit/s  policy  on  counterpart  credit  exposures  ensures  that  only  countcrparlies  of  a high  credit 
standing  are  used  for  the  Investments  erf  any  excess  cash. 


Credit  risk 

Credit  risk  consists  mainly  of  cash  deposHs.cash  equivalents  and  trade  deblois.The  munlctpaSty  onty 
deposits  cash  vriUi  major  banks  v4lh  high  quality  credit  standing  and  limited  exposure  to  any  one  counter- 
party. 


The  uBIisatloo  of  credit  flntf  s Is  regulary  monitored. 

Flnarvdal  assets  exposed  to  credit  risk  at  year-end 

Long  term  llaWlifies  • Standard  Bank 

Long  term  liabilities  - Standard  Bank 

Long  term  liabilities  • DBSA 

Long  term  liabilities  -ABSA 

Long  term  ItabllHies  - INCA 

Long  term  IlablliUes  • DBSA 

Local  regitered  slock:  DBSA 

Finance  lease  liaWllty 

Investments  • BOE 

Investments  • Liberty 

Non-current  receivables 

Trade  and  other  receivables 


were  as  follovrs. 


il^#*f6;£>b(£000- 


•35  010  350 
-11600  000 
•18  829  408 
34760000 
-15  000  000 
•5  210413 
17  805  531 
2 777  090 
2 900  263 
46593  962 
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116  587  927 
22  198  274 
-79  307  759 
11  574  824 
-10  236  926 
.15  909  094 
54  213  929 


Going  Concern 

The  annual  financial  stalemenls  have  been  prepared  (»i  the  basis  of  accounfing  policies  applicable  lo  a 
going  concern,  This  basis  presumes  9ial  funds  vnD  be  availabis  to  finance  fulure  operaBons  and  lhat  the 
realisation  of  assets  and  settlement  of  naWlitles.conegent  obfigaUons  and  commitments  vdll  occur  In  the 
ordinary  course  of  business 

The  ability  of  the  munidpalfty  lo  continue  as  agoing  concern  Is  dependertt  on  a number  of  factors.The 
most  significant  of  Uiese  Is  lhat  the  accounting  officer  cotiBnue  to  procure  funding  for  the  orvgoing 
operations  for  the  municipality 

Cour^terpaitles 

The  Municipality  only  deposits  cash  with  major  banks  v.tih  Wgh  quality'  aodit  standing  ar^  fmils  exposure 
to  any  one  counterparty'.  The  Municipality  has  no  slgnlflcant  concer^lration  ol  credit  tisksinlh  any  single 
counterparty  or  a group  of  counlorpatiles, 


NOTES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 

other  receivables 
Cash  and  cash  equivalents 
Trade  and  other  payables 
Consumer  deposits 
VAT  payable 

Unspent  conditional  grants  and  recelpis  :v:.-?r.,-,^9:9lff:997- 


;J^3.699:T19- 


These  balances  represent  the  maximum  exposure  lo  credit  risk 


46  COP4PARiS0N  V^ITH  THE  BUDGET 


The  comparison  of  the  Munlcipatitys  actual  fitranclal  performanco  vdth  that  budgeted  Is  set  oul  In 
Annexure  E(1)  and  E<2) 
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